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“FOR A WHILE, MR. PEABODY, YOU SEEMED TO FROWN ON 
SUGGESTION TO CHANGE TO AIR CIRCUIT BREAKERS. NOW | F 
THAT I'M GETTING SOMEWHERE WITH YOU!” 


Ordinarily, there is no need fors 
powerful argument to demonstrate 
value of air in electrical protect 
You just consult the record of | 
circuit breakers and switchgear. 


I-T-E CIRCUIT BREAKER CO. 


AIR CIRCUIT BREAKERS AND SWITCHGEAR @ gp 
1899 HAMILTON ST., PHILADELPHIA, PA. 
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ARBER BURNERS 


ssure Direct Concentrated 
Flame Application 


A furnace or boiler primarily designed for burning solid fuel has 
a relatively short "heat travel” in its flues, or heating surfaces, 
which heat the air or water as the case may be. The thoroughness 


LA) 


with which heat from burning gas can be immediately transmitted 


IBY to these walls of the heating unit, rather then to the stack or 
chimney, determines efficiency and economy in a conversion burner in- 
stallation. The higher the temperature of the flame, and the more direct 
its application on the side walls of the heating appliance (as is the case 
with Barber Conversion Burners) the closer the efficiency and economy of 
the installation parallels that of an original gas-fired heating plant. Famous 
patented Barber Jets produce an intense 1900° air-activated flame. 


or change-over to gas fuel on 
conditioning, warm air, or 
m, Barber is the one con- 
ion burner that assures prac- 
lly perfect combustion on 
ral, manufactured, Butane- 
pane, or bottled gas. Gas 
panies have found that relia- 
and economical performance 
arber Burners has resulted in 
igher percentage of success- 
installations than with any 
r burner. 





Barber Conversion Burners ore 

in lete range of 
types call sizes for all round or 
oblong furnaces and boilers, and 
all models are easily and properly 
adjustable to grate sizes. Listed 
in A. G. A. Directory of Approved 
Appliances. Write for New Cata- 
log and Prices on Conversion 
Burners, Appliance Burners and 
Regulators. 


Ne. 324-B Barber Burner 


BARBER GAS BURNER CO., 3704 Superior Avenue, Cleveland, Ohio 


e BARBERSZ%5 BURNERS e 


For Warm Air Furnaces, Steam and Hot Water Boilers and Other Appliances 
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oe all RtmmD Tools, 
this bench yoke 
vise gives you a lot 
more in service and 
convenience than 
mere pipe holding. 
LonGrip jaws protect 
nickel pipe, grip more 
firmly for easier 
work, aided by the 
built-in pipe support. 
There’s a handy pipe 
bender. Frame is of 
strong special mallea- 
ble metal, jaws of 
highest quality tool 
steel, scientifically 
hardened for firm 
ss grip and long wear. 

« - ‘a Full line of bench, 

You will like this fees. sccm ce 
sees vises, yoke and chain 


patterns, all with 


nae 


handier, more efficient fR scien‘ sc'scs: 


Supply House. 


RIL 1D Pipe Vise 


T this Housing ever- 
: Breaks or Distorts we 
= csi D> will replace it Free. 


laranteed Pipe Wrench 


o housing repairs—it stays on the job 
aves."you time and money. Power- 


| I-beam handle, chrome molybde- 


joie, 6* 0 60". yy THE RIDGE TOOL CO. 


ELYRIA, OHIO, U.S.A. 


leew 


Pipe Wrenches, Cutters, Threaders, Vises 
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Pages with the Editors 


HE opening article in this issue about In- 

flation and the Utilities is written by a new- 
comer to these pages. K. KAUFFMANN-GrIN- 
STEAD, Ph.D., is a consulting economist in New 
York city. His analysis of inflationary trends 
is based upon a specialized study of inflation 
problems in five countries of Europe. He was 
a witness to the terrific German monetary in- 
flation of 1924. At present Dr. KAUFFMANN- 
GRINSTEAD is occupied with studies looking to 
the adjustment of policies of various corpora- 
tions in view of current trends in the economic 
life of our own nation. 


BroapDiy speaking, Inflation, as near as we 
can make out of the plethora of definitions for 
that word, means uncontrolled price increases. 
Inflation has the effect of cheapening money so 
that, in the final extreme stage (as in Germany 
in 1924), it isn’t very much good for anything 
else except, maybe, to pay off taxes and old 
debts. Price control, on the other hand, is 
supposed to prevent or at least curb inflation. 


HENcE, we would ordinarily expect price 
control would tend to make our money retain 
its value, so that it would still be good enough 
to buy things we want, because prices would 


K. KAUFFMANN-GRINSTEAD 


Utilities must prepare now for rate increases 
to come. 


(SEE Pace 267) 
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stay within reason. Well, probably it will have 
some such effect. But the time is coming, in 
the days of vigorous price control and ration. 
ing (which is the other wing of the same eco- 
nomic bird), when we are going to wonder 
just how much good our money is to ys— 
except to pay taxes, cancel debts, and buy 
defense bonds and stamps. j 


¥ 


Fe example, suppose you had a million. Let 
us skip, for the sake of argument, the im- 
mediate difficulty—that mere existence of a 
million dollars would bring the Tax Collector, 
Price Administrator Henderson, and Anti- 
Trust Chief Arnold on the run to tear your 
pocketbook to pieces. Just suppose you had a 
million—clear, cold, and net—to do with as 
you pleased. It’s a very old day-dreaming 
game: What Would I Do With a Million? 


Buy a new automobile a block long? No. 
That’s out. You cannot even get tires to run 
an old one—and eventually not much gasoline, 
perhaps. Build a new house? Skip it. Priori- 
ties prevent such a step. Buying an old house 
and keeping it in repair is likely to be more 
of a problem than comfort with rent commis- 
sions, scarce materials, and Spare Room 
Requisitioning looming like hobgobblins. 


In months ahead rationing will be interfering 
more with your eating. Less sugar, tea, coffee, 
butter, etc. And clothes will get skimpier 
with less wool, leather, rayon, etc. In Europe 
the ration card has become such a dominating 
factor that the average skilled workman with 
a good wage can enjoy just about as many 
comforts of living as the most affluent. 


Over here, those with money can still buy a 
diminishing number of unrestricted nonessen- 
tials: liquor, tobacco, entertainment. But the 
list is getting shorter—the restrictions more 
numerous all the time. If it’s a long war, rich 
man and poor man will eventually fare pretty 
much alike. War is the great equalizer. There 
won't be much left to buy with the extra money, 
except bonds and defense stamps. Maybe 
someone planned it that way. 


Anp so the superficial observer with a cynical 
turn of mind might conclude that in the long 
run—meaning a long war—it won't make s0 
very much difference to the average man 
whether we have a certain amount of inflation, 
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Recent Installations 
Include: 


@ Allison Engineering Company 
®@ American Can Company 

® Bethlehem Steel Company 

*® Camp Blanding 

Curtis Propeller Co. 

®@ Edgewood Arsenal 

®Fafnir Bearing Company 
®@Grumann Aircraft Eng. Co. 
@ Johnson & Johnson 

®@ Glenn L. Martin Company 

® Naval Health Center 

®@ North American Aviation, Inc. 


® Pratt & Whitney Div. of United 
Aircraft Corp. 


® Revere Copper & Brass Co. 
® Singer Manufacturing Co. 
@ E.R. Squibb & Sons 

U.S. Naval Air Station 
U.S. Naval Reserve Air Base 
® Washington National Airport 
Wright Aeronautical Corp. 








COMBUSTION UNITS 


OWER COUNTS—today as never be- 
fore! Super-efficient, economical Power. 
Upping production to unheard-of levels — 
driving ships at sea—speeding the Victory! 


Whatever your share in the War Effort, what- 
ever the size of your plant, a Todd unit, burn- 
ing liquid or gaseous fuel, can help you get 
maximum heat and power production, acceler- 
ate your whole operation, keep maintenance 
costs right down to minimum. 


Throughout the Nation, in a wide variety of 
plants producing for the War Effort, Todd 
products including rotary burners and the 
famous '"VEE-CEE"—with its exclusive "varia- 
ble range" feature—are today turning in en- 
viable records for achievement. Efficiency, 
economy, ease of operation and first-class 
performance are always assured—each in- 
stallation is individually engineered to do 
an outstanding job! 


TODD COMBUSTION EQUIPMENT, 


(Division of Todd Shipyards Corporation) 
601 West 26th Street, New York City 


NEW YORK MOBILE NEW ORLEANS GALVESTON SEATTLE BUENOS AIRES LONDON 
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or whether we prevent it, or whether we “con- 
trol” it, to use a current euphemism. But utili- 
ties which have to go on operating an essential 
service, meet payrolls, buy supplies, and so 
forth, cannot afford to be either superficial or 
cynical. 


INFLATION, whatever its degree, is going to 
mean proportionate hardship for public utili- 
ties. Since it seems to be generally agreed that 
we cannot hope to avoid inflation entirely in 
this country under the prospective circum- 
stances, it behooves the utilities to consider 
what steps they might take to weather the 
storm. 

It is to this end that Dr. KAuUFFMANN- 
GRINSTEAD has addressed the analysis contained 
in the opening article. 


¥ 


ILL we have a power czar? This ques- 

tion has popped up so often without any 
conclusive answer, so far, that it bids fair to 
take its place among other famous unsolved 
mysteries of our time, such as: The Hall-Mills 
Murder Case, the Charlie Ross Kidnapping, or 
Who Put the Overalls in Mrs. Murphy’s 
Chowder? Every time we think we have an 
answer, something else happens in Washing- 
ton. The defense organization is reshuffled 
and we seem to be back where we started. 


Last summer it was widely expected that 
Secretary of Interior Ickes would add, to the 
numerous other dictatorial attributes of his 
Cabinet portfolio, the job of bossing the na- 
tion’s power reserves—both publicly or private- 
ly owned, For reasons which are fairly well 
known, this forecast caused little cold shivers 
to run up and down the backs of the power in- 
dustry—again, both publicly and privately 
owned. 


Amonc the champions of public ownership 
who did not take kindly to the elevation of the 
Secretary of Interior to the post of power 
czar were the friends of the TVA and others 
who favor quasi autonomous rule for public 
power projects—also known as the “home rule” 
crowd. 

Again, Chairman Olds of the Federal 
Power Commission is generally reported as 
believing that the FPC ought to have a lead- 
ing hand in planning the construction and dis- 
position of the nation’s electric power reserves. 
In any event, last year Chairman Olds of the 
FPC “brought forth such an impressive plan 
for future expansion of the nation’s power in- 
dustry that there were rumors that Chairman 
Olds might be the nation’s number one power 
boss. 


Anp while Ickes and Olds were, figuratively 
speaking, eyeing the throne, a brash but talented 
young man from OPM nonchalantly walked 
up and sat down on it. His name—J. A. Krug, 
chief of the power branch, Furthermore, 
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HERBERT COREY 


Can utilities escape socialization by becoming 
tax collectors? 


(SEE Pace 276) 


through his success in handling the critical 
southeastern power shortage of last fall, Krug 
gained a reputation for ability that inspired 
confidence. As WPB chief of electric power 
production and planning, Krug virtually holds 
the authority of life and death over many a 
proposed electric project or expansion of exist- 
ing facilities. 


But even so, Krug’s domain is limited. It 
removes, for the present at least, the private 
power industry from the threat of being placed 
under a common dictatorship along with the 
publicly owned power industry. But in the 
rapidly expanding field of Federal power 
production, the status of actual operating over- 
all control is still up in the air; and Secretary 
Ickes is still very much in the picture. The 
fight between the friends of the Interior Sec- 
retary and the “home rule” crowd still goes on. 
How will it turn out? ANpREw Barnes, Wash- 
ington newspaperman, gives us an account ot 
the latest developments. He doesn’t answer 
the persistent question as to the outcome; but 
he points very emphatically in the direction 
of Secretary Ickes. 


¥ 


ERBERT CorEY, whose article entitled “The 

Way It Happened” begin on page 276, 
is a Washington correspondent and_ business 
author whose contributions frequently appear 
in this magazine. 


THE next number of this magazine will be 
out March 12th. 


T, Galilean 
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GET. FHIS Var BEE 
lLOO-PAGE MANUAL 


Started to You Coday! 


Remington Rand Inc. 
465 Washington St., 
Buffalo, N. Y. 


Loose Leaf Division No. PVF 342 
Yes, | want “The Office Manual of Loose Leaf Binders, 


Forms and Equipment."' Send my copy right away. No 
obligation, of course. 


TELLS HOW TO CUT COSTS, INCREASE 
CLERICAL EFFICIENCY, IMPROVE CUSTOMER 
SERVICE, COVERS EVERY TYPE OF BINDER 
AND APPLICATION FROM SALES TO STOCK 


You need this new “manual.” It will 
bring you up to the minute on housings 
that facilitate full compliance with war- 
time regulations pertaining to record 
retention. It will help you cope with 
coming restrictions of office worker 
shortage. 


100 PAGES 


This is the most complete presentation of 
loose leaf binders, forms and equip- 
ment ever brought within a single cover. 
The 100 pages are lavishly illustrated in 
natural colors. 


YOUR COPY IS READY 


The coupon above will bring your copy 
at once. Just fill in the coupon, mail it 
today, and we will have “The Office 
Manual of Loose Leaf Binders, Forms, 
@ No office manager or accounting official and Equipment” at your desk without 

‘gation! 

should be without this newest, most delay. No obligation! 
complete compilation of ideas on record 
retention and use. Send the coupon for id 
free copy. Don’t delay! 











dD LOOSE LEAF DIV. RAND | N. Y. 


EMINGTON KAND INC. 
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Vulcan provides clean heat transfer surfaces to 
the Combustion four-drum, bent-tube, 400,000 
Ib. per hr, pulverized coal-fired boiler which serves VULCAN S 0 0 T B L 0 W E R § 
this new 40,000 kilowatt, 900 Ib. per sq. in. 
Southern plant. 


Chickasaw becomes another in the long list 
of plants depending on VULCAN Soot Blow- 
ers to assure highest heat transfer, real steam 
economy and freedom from _ frequent 
servicing. 


The advanced design, HyVuloy and Vulite 
intimate contact bearings, HyVuloy elements 
and VULCAN'S Model LG-I are guarantees of 
efficient, trouble-free operation in ANY plant. 


Remember that whatever the characteris- 
tics of your boiler and setting, fuel, or load, 
Vulcan engineers will be glad to solve any soot 
blower installation and operating problem 
involved. 


VULCAN SOOT BLOWER CORP., DUBOIS, PA. 
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“There never was in the world two opinions alike.” 


—MONTAIGNE 








JosepH C. O’MAHONEY 
U. S. Senator from Wyoming. 


Fioyp B. Op_tuM 
Director, Contract Distribution Di- 
vision, Office of Production 
Management. 


EuGENE REyYBOLD 
Chief, Army Engineers. 


Cotspy M. CHESTER 
Chairman, General Foods Corpora- 
tion. 


Cuartes R, Hook 
President, National Association of 
Manufacturers. 


EuGeNneE E. AGGER 
Director, Bureau of Economic 
Research, Rutgers University. 


EpitoriAL STATEMENT 
Indusirial News Review. 


WILLIAM CLARK 
Judge, United States Circuit Court. 
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“What the RFC lends is not the savings of the past; 
what the RFC lends is borrowing against the future.” 


¥ 


“The giants cannot win this defense alone; the small 
man must help, and he, too, must be fed. We cannot win 
this defense with a land full of corpses of little industry.” 


¥ 


“We are now reaping priceless returns from our water- 
ways, rivers, and harbors. . ... While we planned our 
projects in the interest of peace, they are as useful as 
though they had been planned for the emergency.” 


¥ 


“Free enterprise has no vested right; it must prove 
itself to be the best for the people of America. It will be 
accepted, and retained only as long as the great American 
Jury believes it serves them better than would any other. 

” 


¥ 


“Compulsory arbitration results in settlements imposed 
by outsiders. Awards resulting from forced arbitration 
rarely, if ever, obtain that degree of acceptance necessary 
to reéstablish or maintain harmonious conditions of em- 
ployment.” 


» 


“Unfortunately, we cannot eat our cake and throw it 
Hence the task that con- 
fronts us is to force rapidly and on a large scale the 
shift of productive factors from civilian consumption to 
war purposes.” 


at our ne‘ghbor’s head too. 


5 


“Electric power output, like coal and oil production, 
steel capacity, etc., is one of the best barometers of a 
nation’s ability to wage war—even as it is one of the best 
barometers of a nation’s living and working standards in 
times of peace.” 


e 


“The handling of labor matters in England is far ahead 
of that here. ... There is a greater measure of govern- 
ment control over unions, but labor is an important part 
of the government itself. In this country, labor exerts its 
legislative influence by a brand of political blackmail.” 


12 
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FIGURES ARE VITAL IN 
SPEEDING WAR PRODUCTION 


AIRCRAFT 


Figures are the lifeblood of war production... figures on which to 
base estimates, budgets, commitments... figures that keep materials 
and parts moving toward scheduled assembly points... figures that 
assure the prompt payment of employees . . . figures for providing up-to- 
the-minute reports which permit management to make quick decisions, 
take quick action. 


Both government and industry use Burroughs machines of many differ- 
ent types and styles for obtaining these vital figures and writing essential 
records in less time, with less effort, and at less cost. 


BURROUGHS ADDING MACHINE COMPANY « DETROIT, MICHIGAN 


fads Burroughs 


DOES THE WORK IN LESS TIME—WITH LESS EFFORT—AT LESS COST 
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Bankers Association. 


SUMNER H. SLIcHTER 
Professor, Harvard University. 


Excerpt from report, 
Railroad Securities Committee, 
Investment Bankers Association. 
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“ ,. the estimates of costs of the [St. Lawrence] proj- 
ect fail to express any definite estimates of the losses of 
positions that citizens of the United States must suffer, 
... These surely are costs that railroad employees must 
pay for through unemployment and through less desir- 
able working conditions.” 


* 


“Washington officials tell the public that everyone must 
do more and more. But isn’t it time the people told the 
officials that government must be doing more, that union 
labor leaders must be doing their fair share—that there 
can be neither ‘business as usual,’ ‘government as usual,’ 
nor ‘labor racketeering as usual’ in these times?” 


¥ 


“For the individual, a penny saved is a penny earned; 
but for society, a penny saved is sometimes a penny lost, 
This is the dilemma of thrift: Both producers and con- 
sumers must save; but on the down swing of business, 
they do not save without to some extent frustrating the 
social object of saving. At such times, they waste the 
substance of the country in riotous thrift.” 

. 

“The principal sources of taxation arise from the in- 
creased earnings of a thrifty people through investments 
in private enterprise. That is the goose that lays the gold- 
en egg for government. But when that goose is killed 
and, smoked and dried up—then there are no golden eggs 


at all. Then government takes the goose—and often it is 
so skinny that there is nothing left even for government.” 


ss 


“The important reason for the unsatisfactory trend in 
costs in recent years has been the effort of many enter- 
prises to prevent the spread of unionism by granting wage 
increases. The recognition of unions is likely cheaper for 
business than attempts to prevent the spread of unionism. 
A stable relationship between employers and unions will 
protect business against uncontrolled increases in costs 
and thus improve the basis for long-range planning.” 


» 


‘ 


‘... the railroads cannot continue permanently under 
private ownership unless they can regain the confidence 
of private capital. We do not believe that there is any im- 
minent danger of government operation or ownership. 
There is certainly no public sentiment for it, but it could 
develop from a failure of the roads to meet the needs of 
the defense program or a later financial collapse of the 
roads. The first contingency is unlikely unless desired by 
certain government officials, and, although the second is 
not probable, it is well to be aware of the-possibilities in 
case confidence and private credit are not restored to the 
railroads.” . 
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m METAL ENCLOSED BUS © 


R&IE bus provides individual housings not strength members. These housings 

for each conductor with air space be- can be gasketed to keep out dirt and 

tween-thus preventing interphase shorts moisture. 

and limiting any trouble to ground faults. 

The air space also promotes cooling. R&IE bus can be mounted on floor, wall, 
or ceiling and is readily fitted to a struct- 

R&IE bus provides ample strength to ural steel mounting. 

resist short circuit stresses. These ‘ s 

stresses are taken by the mounting R&IE bus can be installed, aligned, 

frames in which the insulators are sub- adjusted and tested, and then the hous- 

jected to compression loading only. ings put on. Conversely the housings 
can be taken off for inspection by re- 

R&IE bus covers are housings only and moving a minimum number of bolts. 


R&IE bus can compete in price and in 
low cost of erection with any other type 
of bus structure and also give the above 
distinct advantages. 


RAILWAY ano INDUSTRIAL ENGINEERING CO. 
GREENSBURG, PA. . . In Canada, Eastern Power Devices, Lid, Toronto 
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OPEN-PASS BOILER 














B&W CROSS-DRUM BOILER 


BABCOCK | 
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In the all-out defense effort, steam plants 
in many cases are driven at rates that 
severely test the reliability of the boiler fur- 
naces. More than ever, therefore, furnace 
constructions should be of designs and ma- 
terials that will stand continuous gruelling 
punishment. 

B&W Water-Cooled Furnace Construc- 
tions provide a high degree of immunity to 
operating difficulties under such conditions. 
They not only meet all requirements of load 
and structural conditions but also, through 
their versatility, serve widely varying pur- 
poses in different wall areas of individual 
furnaces. Some areas promote combustion, 
others temper gases. Some constructions 
facilitate removal of ash in liquid form, others 
condition ash for removal in dry form. The 
fundamental details and safety factors 
essary to proper operation are ig 
the designs. “a 

These features are 
necessary in pre 
ore the .b 





RADIANT BOILER 
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CRESCENT 
CRESFLEX 


NON-METALLIC SHEATHED CABLE 











tues an all-indulated wiring system 


that it the most suitalle where a low 
auailalle, Low in cost. Easy and 
guick to install. 


CRESCENT INSULATED WIRE & CABLE CO. 
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WHETHER IT’S FOR CONTROLLING 
POWER OR CRANKING ENGINES 


‘TYHETHER it is to provide power for the operation 
of circuit breakers, or for cranking the engines of 
their trucks, buses or automobiles, a large number 

of the country’s utilities use Exide Batteries. 

‘ Between these two extremes there are many other 
purposes for which these same utilities depend upon 
Exides—for emergency lighting, for remote control, 
telephone, and other services. 

The reasons for this wide acceptance of Exide Bat- 
teries are readily apparent once you have used them. In 
their unfailing dependability and long life you sense the 
wide experience which their makers have had in building 
storage batteries for every purpose. As time goes on and 
the many other good qualities of these batteries become 
apparent, you'll begin to realize why Exides are the choice 
of so many utility engineers all over the country. 

Write us regarding any battery problems confronting 
you. Our engineers are at your service. 


THE ELECTRIC STORAGE BATTERY CO. 


The World’s Largest Manufacturers of Storage Batteries 
for Every Purpose 
PHILADELPHIA 


Exide Batteries of Canada, Limited, Toronto 
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Now, more than ever before, I think it really pays to 
buy good meters. In the 40 years that I've been in the water 
works business, I've tried them all—had the chance to make 
real comparisons. 


Now, I'm buying IMO Meters. The IMO has all the good 
qualities—sustained accuracy, silent operation, long life with 
low maintenance costs. At first the claims for their accuracy 
over all rates of flow, and especially low flows, seemed almost 
unbelievable—but actual tests proved them to be a fact. That 
unique design with those three revolving rotors, really makes 
them operate silently. There are no objectionable clicking REMEMBER 


noises to annoy my consumers—you can’t hear a sound. And Pp § TTS BE U RG k 


I've proven to my own satisfaction that this design will in- 


crease meter life, because friction, which naturally wears h ns @ METERS 


out parts, is eliminated. 


Yes, I'm convinced it really pays to buy good meters WEAR IN WHERE 
—I've standardized on the IMO. OTHERS WEAR OUT 


PITTSBURGH EQUITABLE METER COMPANY 
caoone Tuten RCO eee Olas Pitta: Pa NY omactioma wovsron 


DES MOINES CHICAGO SAN FRANCISCO §=COLUMBIA 
mempnis = Boston’ NATIONAL METER DIVISION, Brooklyn, N.Y. tos ancees BUFFALO 


& 


THE MOST COMPLETE LINE OF WATER METERS IN THE WORLD 


———— 
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TYPE PQ DIAPHRAGM CONTROL. For TYPE DA-35 TEMPERATURE CONTROL. 
TYPE 125 LIQUID LEVEL CONTROL. Suit- ba a of liquid levels from changes Used with blower fan applications for 
able for use on Transformers. in head pressure. transformers, 


SWITCH PROTECTION 
A WAR TIME NECESSITY 


Automatic controls play a vital part in domestic and industrial engineer- 
ing. They assume special importance during war time emergencies. 

Time, and the efficiency of both man and mechanical power must 
be conserved. 

The mission ot a Mercoid Mercury Switch in an automatic control is 
to assure longer life and greater dependability—minimizing the need 
for attention after the control is in service. Mercoid Controls lend them- 
selves to quick installation and adjustment, all of which are invaluable 
contributions in a time of national crisis. 

Mercoid Switches, the distinguishing feature, used exclusively in all 
Mercoid Controls, are especially designed types of hermetically sealed 
mercury switches. They are not affected by dust, dirt, moisture or cor- 
rosive gases, nor are they subject to open arcing, oxidation, pitting or 
sticking of contacts—common causes of trouble. 

Keep these important facts in mind when selecting automatic controls. 
The line is complete and our cooperation is at your service. 


THE MERCOID CORPORATION ¢ 4213 BELMONT AVE. * CHICAGO, ILL. 


No. 855 EHT EXPLOSION-PROOF THER: TYPE 970 EXPLOSION-PROOF CASE TYPE 76 EH EXPLOSION-PROOF INODUS- 
MOSTAT, Line voltage type. for Temperature and Pressure Controls TRIAL LIQUID LEVEL CONTROL. 
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on Underground Pipe Lines 


HIGH-MELTING-POINT ASPHALT 


ENS of thousands of feet of Durant Insu- 

lated Pipe with a record of years of service 
have proved the ability of this system to stand CANVAS JACKETED 
up under the severest conditions. 85°. MAGNESIA 


A FULL INCH THICK — 


pata = < INSULATION —— 
The reason lies in its construction. In Ehret’s 


D.1.P. there is combined the time-defying 
characteristics of asphalt and the high in- 
sulating efficiency of 85% Magnesia. Factory 
pre-fabrication makes field installation rapid 
and economical. The result is an under- 
ground piping system that is outstanding, 
both in efficiency and long life. 


(Send for the Ehret D.I.P. Booklet. It contains 
complete information on the D.I.P. system.) 


EHRET MAGNESIA MANUFACTURING COMPANY 


VALLEY FORGE + PENNSYLVANIA 


DISTRIBUTORS IN ALL PRINCIPAL CITIES 
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Sub Covitted 





When defense orders necessitate 
added power piping in your plant, take 
this short-cut through the special engi- 
neering and prefabrication problems 
that precede installation. “Give the 
plans to Grinnell”, and you'll “sub- 
contract” all the questions and troubles 
of interpreting super-pressure steam 
requirements into super-power piping. 


Grinnell engineers are power spe- 
Cialists, qualified by long experience 
to interpret even the most complex 
power problems into speedily-erected, 
underwriter-approved piping systems. 


Grinnell plants, strategically located to 
serve defense industries, are equipped 
with every last facility to prefabricate 
these vital systems. 

Grinnell is helping leading manu- 
facturers, utilities and process plants to 
meet defense needs for added power. 
Write for Data Book, “Grinnell Pre- 
fabricated Piping”. Grinnell Company, 
Inc., Executive Offices, Providence, R. I. 
Branch offices in principal cities, 


GRINNELL 


wHenever PIPING is invoiveo 
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«LETS MAKE 
THE MOST 
OF WHAT 
WE'VE 


— Meter Testing 
reduces 


Jnaccounted-for Water” 


31.7% 


T one waterworks plant water meters had been 

neglected for years. An active campaign was 
instituted to put these meters back in first class con- 
dition. The result was a decrease in unaccounted-for 
water from 49% to 17.3%. Revenue was increased 
from $0.127 to $0.173 per thousand gallons delivered 
into the distribution system — without any raise in 


rates. 


YOU can make the most of your old Tri- 
dent Meters through Trident’s principle 
of interchangeability. You can put them 
back in first class condition with modern 


interchangeable parts. 


NEPTUNE METER COMPANY - 50 West 50th Street - NEW YORK CITY 
Branch Offices in CHICAGO, SAN FRANCISCO, LOS ANGELES, PORTLAND, ORE., DENVER, DALLAS, 
KANSAS CITY, LOUISVILLE, ATLANTA, BOSTON. 

Neptune Meters, Ltd., 345 Sorauren Avenue, Toronto, Canada. 
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KINNEAR MAMUFACTURIME 


Bas 


NOW... MORE THAN EVER... 


you need space-saving, time-saving Kinnear Rolling Doors, with 
their smooth, coiling upward action. They give you the extra pro- 
tection today’s production requires! The rugged strength of their 
interlocking steel-slat construction guards your plant against sabo- 
tage and intrusion, resists fire and damage. The doors close light- 
tight too, in case blackout precautions are necessary. And with all 
these important, timely advantages, Kinnear Rolling Doors continue 
to offer the utmost in smooth, easy, convenient operation. You'll 
want this latest, 1942 issue of the book that tells all about Kinnear 
Rolling Doors. It also gives you details on Kinnear RoL-TOP 
Doors (sectional) in wood or all-steel, Kinnear Rolling Fire Doors 
and Shutters, and other types in Kinnear’s complete line of upward- 
acting doors. SEND FOR YOUR COPY TODAY. 


Tae KINNEAR MANUFACTURING CO. 


2060-80 FIELDS AVE. COLUMBUS, OHIO 
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150,000 HP Francis Turbine 


for Grand Coulee Project 
(SHOP HYDROSTATIC TEST—230 LB. PER SQ. IN.) 


HYDRAULIC TURBINES 
FRANCIS AND HIGH SPEED 
RUNNERS 
BUTTERFLY VALVES 
POWER OPERATED RACK RAKES 
GATES AND GATE HOISTS 
ELECTRICALLY WELDED RACKS 





Newport News Shipbuilding and Dry Dock Company 
(Hydraulic Turbine Division) 


Newport News, Virginia 
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Faith in THE Future 


OF MODERN METERING 


February 26, 


Frith in the ful 
operation of the electric utility ind 
watthour meter manufacturers, 


sign and development of the 
meter well ahead of meteri 
Thanks to this faith and coop 
meters built today are fully ca 
load conditions for some tim 
normal times are once more 
are sure to be, watthour meters 
their important part in system j 


SANGAMO ELECTRIC ‘COMPAN' 


EON Go testeok L. D 


Now ... the complete, one-volume key to 


SENET Pep> 


18 chapters cover: 


Dieleetric Phenomena 

Theories of Dielectric Behavior 
Factors Affecting Dielectric Behavior 
Insulating Materials 

industrial Motors and Generators 
Large Rotating Machines 

Control Apparatus 

Transformers and Reactors 


. Cireuit-breaker Principles 


. Cireult-breaker Constructions 
+ Transmission-line Insulators 


Lightning Arresters 
Capacitors 

Heating Reefianee 
Lam 


Meters, It Instruments, and Relays 
Insulating ~ 
High-voltage “tee ing Equipment 


INSULATION 


—kinds, applications, testing, theory 


Here is a new and helpful guide for all concerned with the design and 
of electrical apparatus—a book that covers all aspects of its insulati 
concisely reviews the theory—describes and compares the materia 
gives complete details of the insulation problems present in all types 
electrical apparatus and how they are solved. 


INSULATION OF ELECTRICAL APPARATU 


By Douglas F. Miner 


George Westinghouse Professor of Engineering 
Carnegie Institute of Technology 


450 pages, 6 x 9, 306 illustrations, $5.00 


This book bridges the gap between the more theoretical treatments of dlele 
phenomena and the needs of engineers and designers for data on present-day insul 
practices. 

From it the reader can get everything necessary to an intelligent approach to Is 
tion problems—a correlation of the theoretical and the practical—plus many facts 
data to help in design or selection of electrical apparatus. 

The section on applications is presented in great detail—covers many specific 1 
of apparatus, breaking each one down to show every insulation requirement and 
practices in handling it, 

Send check, money order or cash to 


PUBLIC UTILITIES FORTNIGHTLY, MUNSEY BLDG., WASH., D. © 
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Behind 
itility Managements 
in These Critical 
Times 


* 


IBM 
MACHINES 
ARE ON 


THE Jae 


ction is the utilities’ answer to the 
lation’s call...and very much on the 
bb, performing big accounting and con- 
dl jobs for utility managements are fast, 
curate, automatic I BM machines. They 
wmpute, audit and print service bills, pro- 
ecting both utility and public against 
mor. They account for revenue, and con- 
tl accounts receivable. They vanquish 
ie drudgery once associated with pay- 


il, labor, material, transportation, and 


other detailed branches of general account- 
ing. They automatically assimilate and 
classify operational data into forms that 
utility managements can work with and 
use for external legal relations — into 
financial reports, operating reports, budget 
comparisons, and historical ledgers... 
These and scores of other accounting and 
administration tasks are being performed 
by IBM machines for utility manage- 


ments in today’s critical times. 


INTERNATIONAL BUSINESS MACHINES CORPORATION 





Offices in & Principal Cities 
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HIGHLY CORROSION-RESISTANT, rustproof 
and rotproof, Johns-Manville Transite 
Ducts provide maximum assurance of long, 
efficient life and low maintenance when 
installed on exposed locations. On many 
bridge installations, such as the one shown 
above, Transite Conduit outperforms more 
expensive materials commonly used for 
the purpose. 


FOR 
EFFICIENT, 
LOW-COST 
SERVICE, 
SPECIFY... 


Facts You Can Use to Cut Distribution Costs 








AINTENANCE costs stay low wh 
Transite Ducts are used. Entire 
inorganic and non-metallic, these asbesta 
cement ducts are highly resistant to cd 
rosion. They can’t rust or rot... won’t bu 


Yet low maintenance is only part of t 
savings made by using Transite Duct 
Supplied in long, light lengths, these du 
ble cableways are installed quickly a 
easily; thus, installation costs are kept lo 
For details, write for brochure DS4 
Johns-Manville, 22 E. 40th St., N. Y. 


¥ 


UNUSUALLY WEATHER-RESISTANT, 
these asbestos-cement ducts may 
be safely stored outdoors. Their 
sustained strength permits piling 
to convenient heights without 
distorting or crushing the duct. 


UNIFORMLY STRONG AND DURA! 
J-M Transite Conduit needs 1 
protective casing undergrouni 
And its tough asbestos-cemef 
composition offers superior p 
tection against corrosive soils. 


| Johns-Manville 
TRANSITE DUCT 


TRANSITE CONDUIT... For TRANSITE KORDUCT... For instal- 
useunderground without _lationinconcrete. Thinner walled, 
a concrete envelope and lower priced, but otherwise idene 
for exposed locations. tical with Transite Conduit. 
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HOOSIER ENGINEERING COMPANY 
CHICAGO 46 SO. 5TH ST., COLUMBUS, OHIO NEW YORK 
Canadian Hoosier porn Company, Ltd. 


ERECTORS OF TRANSMISSION LINES 
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ater, ¢ ly clear 


cools bearing 
for Philadelpti 
Electric Compa 





Close-up of 16-in. Elliott Self-Cleaning Strainer in the 
Chester Station of Philadelphia Electric Company. 
Another similar unit may be seen in the background. 
The Schuylkill Station has a 10-in. unit. 


N the Chester and Schuylkill Stations of this important utility, 
water for bearing cooling service is delivered free of all 
objectionable foreign particles without interruption, fuss, time 
out for strainer basket cleaning, or manual effort of any kind. 
This water passes through Elliott Self-Cleaning Strainers, which 
operate continuously, periodically flushing each straining sec- a L L H 
tion with water already strained. 


The units have been in service long enough to demonstrate Cc Oo M m A N 


beyond question their dependable qualities. Their use by utilities Accessories Dept., JEANNETTE, hi 
is suggested wherever conditions require water free of fine D/STRICT OFFICES IN PRINCIPAL CII 
sand, dirt or other substances. 


Elliott builds a complete line of strainers for all needs. Full Oo 
| information for the asking. 
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4 AGA Conference on Industrial Gas Sales will open, Pittsburgh, Pa., Mar. 12, 13, 1942. 





Southeastern Electric Exchange, cerns and Operating Section, will hold conven- 
tion, Raleigh, N. C., Mar. 12, 13, 











{ Wisconsin Utilities Association will hold annual convention, Milwaukee, Wis., Mar. 
1942. 





9 MARCH 9 





1 er ada Railway Engineering Association will hold meeting, Chicago, Ill., Mar. 17-19, 
1942. 





o | 


{ American Society of Testing Materials opens meeting, Cleveland, Ohio, 1942, 





{| Greater New York Safety Council starts annual safety convention and exposition, New 
York, N. 1942, 








ns pat 
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4 Canadian Electrical Association, western members, ong ns — meeting with Northwest 
Electric Light & Power Association, Vancouver, B. C., 





4 Texas Telephone Association will convene, Dallas, Tex., Mar. 18-20, 1942. 





New England ee Association will hold sixteenth annual business conference, Boston, 
Mass., Mar. 19, 1942, 





4 Oklahoma Utilities Association will hold session, Oklahoma City, Okla., Mar. 23, 24, 
1942, 





American Society of Mechanical Engineers will hold meeting, Houston, Tex., Mar. 
23-25, 1942. 





4 General Power Conference will be held, Chicago, Iil., Mar. 23-26, 1942. € 





q Missouri Valley wie Sad aan will hold annual engineering conference, Kansas 
City, Mo., Mar. 26, 27, 











q Mid-West Gas Association will hold conference, Sioux City, Ia., Apr. 13-15, 1942. 
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Courtesy of Valentine Gallery wre Elsie Hafner, N. Y. 


Gas Tank at Gowanus Canal 


By Aaron Gelman 








Public 
Uulities 


FORTNIGHTLY 


Vor. XXIX; No. 5 


FEBRUARY 26, 1942 


What the Public Utilities 
Will Find in Inflation 


How they can protect themselves from 
certain post-war conditions 


The author reviews the economic situation in Germany and 

France following the first World War and suggests from that 

experience methods by which the utilities in this country can 

weather the danger of low rigid rates in the face of skyrocket- 
ing operating costs characteristic of inflation. 


By K. KAUFFMANN-GRINSTEAD 


F there is one thing more than an- 
other for which the American 
businessman is noted it is in the 

overcoming of seemingly insuperable 
obstacles. These obstacles are not all 
in the line of manufacturing methods. 
We have been through periods of 
vengeful public feeling and punitive 
legislative action. From most of these 
attacks business has rallied nobly. It 
has sloughed off the methods and prac- 
tices that have brought on the antag- 
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onism. It has found new and better 
ways to serve. It has proceeded to 
greater successes. 

Unless all signs fail American busi- 
ness is facing another adverse set of 
circumstances. And this is especially 
true in those activities which are pri- 
marily devoted to providing for do- 
mestic consumption as differentiated 
from those primarily devoted to war 
work. 

The crisis that faces nonwar activi- 
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ties of American industry this time is 
one that will reach into finance as well 
as operation. It is found in the devel- 
opments that are inevitably incidental 
to an inflationary period, from what- 
ever cause that inflation arises. 

“Inflation” seems to be a word that 
about all of us like to avoid. We seem 
to show about as much common sense 
in this regard as does the ostrich who 
hides his head in the sand to escape 
observation. Blinding one’s self to 
facts is the sure way to court disaster. 
On the other hand, an evaluation of the 
facts, their probable result, and the best 
way to avoid or lessen the shock of that 
result, is a way reasonably to guarantee 
a continuation of the American busi- 
nessman’s record for overcoming ob- 
stacles. 

One feature of importance in this 
record of success for American busi- 
ness has been a willingness to assume 
the initiative in pointing the way to 
changes in the thinking and actions of 
public opinion. These changes, when 
effected diplomatically and intelligent- 
ly, are reflected in the acts of public 
regulatory bodies which are in a posi- 
tion to aid or to handicap business in 
its effort to serve. When this leader- 
ship has been assumed in the proper 
spirit, and with the right motives, busi- 
ness has been able to preserve its in- 
tegrity and to protect the investment of 
its owners. 

In the years immediately before us 
every element that goes to make up 
business success and business leader- 
ship is likely to be called into play. And 
this all applies with special force to 
public utilities. 

While it may be improbable that 
America will witness any such destruc- 
tive inflation as did certain European 
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countries after the first World War, 
yet the experiences of European utilj- 
ties are likely to be repeated here, even 
though in a lesser degree. Wise utility 
management will, therefore, be well ad- 
vised to study those European experi- 
ences, draw the lessons from them that 
are there to be learned, and profit by 
those lessons. By doing this American 
utilities can spare themselves the tragic 
results that overcame their European 
counterparts. 

What lessons of Europe can we 


apply? 


6 Bes author has undertaken a spe- 
cial research into the effects of the 
German inflation. Many thousands of 
calculations were made by him concern- 
ing all types of stocks (as reflecting 
capital value) and their behavior in in- 
flation times. However, in this article 
only two types of stocks will be dis- 
cussed, a typical power and light stock, 
and a typical gas works stock. We 
shall follow them from the outbreak of 
World War I (July, 1914) until the 
German inflation had run its course; 
that is, until after the devaluation of 
the German mark, and until financial 
conditions had gone back to normal. 
This analysis is presented for the sole 
purpose of showing the drain on capi- 
tal as one of the problems management 
must solve. 

In those years the United States dol- 
lar was the only available yardstick of 
more or less stable value. Therefore 
the value of the German utility stocks 
will be expressed in dollars, in order to 
illustrate what actually happened to 
their market value, and therefore to the 
capital of the utility. 

If one invested $100,000 in the com- 
mon stock of this good German gas 
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WHAT THE PUBLIC UTILITIES WILL FIND IN INFLATION 


works, and kept that investment until 
the German inflation was over and 
everything normal again, one’s capital 
was worth $67,000; that is, one had 
lost one-third of his capital. Now let 
us look at a power and light stock. If 
one had invested $100,000 in that 
stock, before the inflation started, and 
kept one’s investment until the infla- 
tion was over and everything back to 
normal, then the value of that invest- 
ment had shrunk to but $44,000; in 
other words one had lost nearly two- 
thirds of his capital. In each case 
the loss to the utility approaches 
catastrophe. 


HAT was the cause of these 
losses ? 

The answer can be given in twelve 
words: Public utilities had, to a great 
degree, to live on their substance. Or, 
in plain English, during the years of 
inflation their operating expenses went 
up faster than their income from rates, 
so that they had to use up a part of 
their capital and surplus to keep going. 

This experience is of such vital im- 
portance to American public utilities 
that it deserves a more detailed ex- 
planation. 

During the years of inflation the 
public utilities in Germany had to in- 
crease their wages and salaries, both 


z 


for unionized and nonunionized em- 
ployees, again and again; first once or 
twice annually; then every few 
months; and later nearly every week, 
because the cost of living increased at 
an ever-accelerating speed. Ina similar 
way the prices of coal, oil, replacement 
parts, and all other expenses of opera- 
tion and upkeep which the public utili- 
ties had to bear during the inflation 
went up and up and up. 

If we pause for a moment and turn 
from the Germany of 1922 to the 
America of 1942 the warnings are 
clear that American public utilities are 
facing a similar situation. But more 
of that later. 


— go back to Germany. The rates 
of the public utilities could not be 
increased as quickly as their expenses 
went up. The rates were governed (as 
they are in this country) by govern- 
ment agencies. Their red tape, and 
their failure to understand the char- 
acter of inflation, had this most tragic 
consequence : The permissions for rate 
increase were given, but always too 
late and always for too little. 

Let us look at this in detail: On any 
given date the expenses of a public 
utility had gone up by, say, 15 per cent. 
The management makes an application 
to increase its rates, too, by 15 per cent. 


avoid. We seem to show about as much common sense in 


q “ ‘INFLATION’ seems to be a word that about all of us like to 


this regard as does the ostrich who hides his head in the 


sand to escape observation. Blinding one’s self to facts is 
the sure way to court disaster. On the other hand, an evalua- 
tion of the facts, their probable result, and the best way to 
avoid or lessen the shock of that result, is a way reasonably 
to guarantee a continuation of the American businessman’s 
record for overcoming obstacles.” 
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The application is discussed and, after 
some time, approved. Finally the new 
rates (15 per cent higher) become ef- 
fective. At that moment, however, the 
expenses had gone up again to, say, 27 
per cent. Now the same procedure 
starts again. The management makes 
an application to increase its rates by 
27 per cent. After considerable nego- 
tiation the application is granted, and 
the management announces the in- 
crease by 27 per cent—only to realize 
that, in the meantime, expenses had 
gone up by 39 per cent. This experi- 
ence repeated itself five times, a dozen 
times, fifty times. 

During these periods of negotiation, 
however, operations had to go on ata 
loss. First, they had to spend 115 per 
cent of income, but could collect only 
100 per cent. Then they could collect 
115 per cent but had to spend 127 per 
cent of normal. Then they were al- 
lowed to collect 127 per cent but had 
to spend 139 per cent of normal. It is 
obvious that a repetition of such prac- 
tice over a number of years added 
deficit to deficit, and consumed a mate- 
rial part of the capital and surplus. 


W: in America are on the road to 
similar developments. As an in- 
dication of what may happen to cap- 
ital, the stock market has judged the 
present and future value of public utili- 
ties in a very pessimistic way for a 
number of years. In recent months the 
listed value of the stocks of the leading 
telephone corporation has decreased to 
a practically unprecedented extent. 
What is the reason? Public utility 
executives will be inclined to answer 
that the increased government regula- 
tion of public utilities has acquired the 
character of regimentation; the public 
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has lost its confidence that under such 
regimentation the public utilities wil] 
ever be able to grow and to prosper as 
they have in the past. The executives 
of public utilities may point to the fear 
of investors that public utilities may 
eventually be taken over, or controlled 
entirely, by Federal, state, county, or 
municipal agencies. 

All those factors have certainly con- 
tributed to the decline in listed values 
of public utilities. However, these fac- 
tors in themselves are not sufficient to 
explain the recent developments. There 
can be no doubt that shrewd and far- 
sighted observers are afraid of infla- 
tion losses. Such observers foresee that 
rate increases will be delayed, in the 
interest of the average consumer, and 
that, therefore, rates will always lag 
behind the increased expenses caused 
by a general rise of all wages and prices 
of materials. 

At this point the reader may ask 
whether further price inflation is actu- 
ally a definite probability, or only a 
possibility. And whether further price 
inflation will not be checked by govern- 
ment regulation. 


€ Yew space of this article is not suf- 
ficient to go into all the details of 
this vital question. We can sum up, 
however, the essential points in a few 
sentences. 

All military and political experts 
agree that the war will go on probably 
for two or three years, at the least, and 
that it may last five years or longer. 
To equip, train, and maintain armed 
forces of five to ten million men, pos- 
sibly in all five continents of the world, 
will require at least half of our nation- 
al income. If we look at it not from the 
monetary but from the production side 
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WHAT THE PUBLIC UTILITIES WILL FIND IN INFLATION 





Inflation in Germany 


— the years of inflation the public utili- 
ties in Germany had to increase their wages 
and salaries, both for unionized and nonunionized em- 
ployees, again and again; first once or twice annually; 
then every few months; and later nearly every week, 
because the cost of living increased at an ever-acceler- 


ating speed.” 





—to make, and to deliver, and to re- 
place the food, the clothing, the shelter, 
the ships, the planes, the tanks, the 
guns, and the ammunition for our 
armed forces in all parts of the world 
for years, will require at least half of 
all raw materials, at least half of all 
finished goods, and at least half of all 
available machinery and manpower 
that we own. If we visualize this gi- 
gantic, unprecedented effort, we realize 
that everything not included in war 
material will become extremely scarce. 
In normal times scarcity can be over- 
come by increased production. In time 
of total war, however, increased pro- 
duction will be possible only for war 
requirements, not for civilian require- 
ments, because all manpower and all 
machinery will be barely sufficient to 
produce our enormous war require- 
ments. So we are facing domestic scar- 
city for years. 


. eoraale has always meant one 
thing—a higher value, which nor- 
mally expresses itself in a higher price. 
Now the government may put ceilings 
on certain prices. This will keep the 
prices for certain products from their 
natural tendency to rise further, but 
it will only speed up the price increases 
of other products which can be used 


as substitutes. Besides that, it is hardly 
possible to fix the prices of certain 
products if one of their main cost fac- 
tors, labor, continues to go up. A freez- 
ing of all wages and salaries is highly 
improbable, if not technically impos- 
sible. Even prices with ceilings will be 
subect to new, higher ceilings. 

This development has hardly begun 
its upward spiral. While wholesale 
prices have gone up by 50 per cent in 
the last twelve months, the cost of liv- 
ing has risen by only about 10 per cent. 
The reason for this divergence is that 
nearly all retailers are still selling mer- 
chandise which they bought at lower 
prices, and which they continue to sell 
at the then existing retail prices. As 
soon as the increased wholesale prices 
have fully expressed themselves in the 
retail prices, the cost of living will have 
gone up by at least 50 per cent, proba- 
bly, however, by 100 per cent or more, 
with the natural consequence that fur- 
ther wage increases will become in- 
evitable along the whole line. 

Government regulation may delay 
inflation for some time, but it is prac- 
tically certain that government regu- 
lations will not be able to prevent dras- 
tic price increases of an inflationary 
character during the coming twenty- 
four months. 
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7 the war the danger of infla- 
tion is even greater. 

We shall probably have a national 
debt of 200 billion to 300 billion dol- 
lars, or even more, depending on the 
length of the war. The interest burden 
will become unbearable. Then it is 
highly probable that our government 
will have to carry out a further devalu- 
ation of the gold content of the dollar. 
Such devaluation would produce on the 
books of the Treasury an increase in 
the value of our gold holdings by many 
billions of dollars. The Treasury can 
then issue against those book profits 
gold certificates and get the necessary 
bank credits to pay off billions of de- 
fense bonds. The pumping of billions 
of dollars into the currency in circula- 
tion will very probably have an effect 
similar to the devaluation of the franc 
in France. All prices went up to five 
times their original amount. A salary 
of 100 francs became 500 francs, but 
rents, fuel, food, and clothing also were 
five times as high. Those who lived on 
annuities could buy only one-fifth of 
what they could buy before. 

For these and other reasons we must 
count not with a temporary inflation, 
as we had it after World War I, when 
prices first doubled and then went back 
to normal; but we must expect an in- 
flation which will keep prices high for 
a number of years, perhaps for a dec- 
ade or longer. 

And there we have the actual and 
factual historical background to sub- 
stantiate the assumption that American 
public utility managements are facing 
a problem. That the problem will in- 
crease in its complexity as time goes 
on, the writer feels to be certain. In- 
volving capital as well as operation, it 
affects both owners and management. 
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As a problem it compares favorably 
with any of the crises American busi- 
ness has heretofore met, solved, and 
survived. 


ern being forearmed, the 
writer predicts that public utility 
managements will solve this set of enig- 
matic conditions and come through the 
trying years ahead with their business 
intact, and their reputation for adapt- 
ability, resulting in success in the face 
of difficult situations, even brighter. 

It goes without saying that the 
writer is not an executive of any pub- 
lic utility. And yet, because he was 
privileged to live through the worst of 
the European inflations, and was fur- 
ther privileged to observe and study 
them all, he dares offer suggestions to 
those who have the decisions to make 
and the burden of successful manage- 
ment to bear. Those suggestions are 
the result of deductions based on ex- 
perience, observation, and study—all 
viewed in the light of American con- 
ditions and American traditions. 

The first suggestion the writer puts 
forward is based upon the experience 
of the public utilities in France. Dur- 
ing the French inflation regulatory 
tribunals were permitted to sanction a 
sliding scale of utility rates, so safe- 
guarded that increases were based upon 
actual increases in the cost of produc- 
ing service; %. e., wages, salaries, coal, 
and all other necessary materials. This 
plan, which exists in certain jurisdic- 
tions in the United States, results in 
preventing the dangerous lag between 
rising operating costs and inadequate- 
ly rising income. It avoids running be- 
hind increasing costs of operation by 
basing rates, with reasonable speed, on 
operating costs. 
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HE French plan made the opera- 

tion of the sliding scale practically 
automatic. Certain formalities in the 
way of filing data, and authenticating 
that data, were of course necessary and 
properly so, but the delays of hearings, 
and protesting elements, and all the 
other causes of prolonged considera- 
tion were eliminated. The advance in 
the sliding scale became effective im- 
mediately after increased payroll and 
material costs could be shown to have 
increased the cost of the output. A 
statement detailing those increases was 
the only necessary condition precedent. 
As a result of the granting of the slid- 
ing-scale privilege the utilities of 
France fared much better than those 
in countries less farsighted in their 
treatment of the situation. 

There are strong arguments to in- 
fluence utility executives to undertake 
an earnest stimulative effort to have 
such a method of handling rates 
adopted in their several jurisdictions. 
At the least some such method should 
be urged for the duration of the emer- 
gency. Not least among the arguments 
in favor of such a movement is the suc- 
cess of “the Washington Plan.” In 
the District of Columbia it has served 
for many years to secure equitable rates 
and at the same time to protect the util- 
ities from rising costs of operation. 
There are but a few of the states in 


& 


which such a plan can be undertaken 
without enabling legislation. So here 
is a case for intelligent leadership. The 
recommendation is made, therefore, 
that management give immediate con- 
sideration to this suggestion as a sensi- 
bly basic way in which to approach the 
problem facing the utilities. 


iy a political organization as complex 
as is that of the United States, 
where each of the forty-eight states 
has regulatory authority within its own 
borders, there is always the possibility 
that the Federal government might 
step into the picture and cut the com- 
plication created by state lines. In 
World War I something of the sort 
was undertaken in the case of street 
railways. Surely the emergency is great 
enough to warrant an attempt being 
made by utility managements to inter- 
est the Federal government in its prob- 
lem, again for the duration of the emer- 
gency. 

A sliding-scale rate has important 
advantages. Once the plan is explained 
and established the consumer under- 
stands that rate increases are not made 
arbitrarily, or merely “to increase the 
profits of the utility,” but that they are 
made only for as much as the public 
utility has been forced to increase its 
own manufacturing costs. 

The employee will come to see that 


ing telephone corporation has decreased to a practically un- 


q “IN recent months the listed value of the stocks of the lead- 


precedented extent. What is the reason? Public utility ex- 
ecutives will be inclined to answer that the increased govern- 
ment regulation of public utilities has acquired the character 
of regimentation; the public has lost its confidence that under 
such regimentation the public utilities will ever be able to 
grow and to prosper as they have in the past.” 
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unjustifiable wage increases will in- 
crease the rates automatically, thus 
increasing the cost of living, including 
his own, because every employee of a 
public utility is also its customer. This 
may be expected to have a restraining 
influence because every employee will 
realize what increased rates will mean 
to his neighbors. 

The government will grasp the sig- 
nificance of gaining thousands of val- 
uable working hours otherwise devoted 
to unproductive and repeated rate ne- 
gotiations and hearings. And these 
working hours are saved to the gov- 
ernment agencies as well as to the man- 
agement of the utilities. If the rates 
do not have to be discussed every few 
months, or weeks, again and again, but 
settled once and for all (or at least for 
a test period of a year) on a flexible, 
intelligent, reasonable, automatic basis, 
what an argument for the conserving 
of time and energy when both are 
needed. 


HE owners of public utilities can 

feel a renewed confidence in their 
properties because they will know that 
periods of deficits, caused by the rate 
lag behind costs, will be avoided 
through rates that are fair to all three 
partners in the enterprise: owner, em- 
ployee, and public. 

The details of such a sliding scale 
for rates cannot, of course, be deter- 
mined in a general article. They must 
be worked out after a study of each 
individual utility and its conditions. 
The principle, however, is general. It 
is well worth the effort to attempt its 
application. 

There is a second method through 
which executives of a public utility can 
reduce inflation dangers. It lies in its 
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financial policy. It is possible there may 
be an increase in the amount of liquid 
capital. If that happens the funds 
should be used to retire bonds and pre- 
ferred stocks in the course of the infla- 
tion years. A public utility corporation 
will be stronger in every way, after the 
inflation, if its security holders are 
only, or mainly, owners of common 
stock who consider themselves not 
creditors (as bondholders) but part 
owners, and therefore intensively in- 
terested in the rates and other public 
policies of the corporation. A wise fi- 
nancial policy during inflation can 
make a public utility debt free and more 
independent. 

There is a third method by which 
the utility can build up an asset which 
will not show on its books, but which 
will prove a reserve of decisive impor- 
tance, and that is to take those steps 
which will insure the increasing good 
will and codperation of its employees. 
Instead of using adequate rates to show 
ample profits subject to very high 
profit taxes, it may well pay to invest a 
part of those profits in broadening wel- 
fare work among employees. Recrea- 
tion facilities, vacation home plans, 
pension funds, assistance in housing 
undertakings, are all worth study and 
all may be expected to develop a feeling 
of membership in a family that is most 
desirable from the standpoint of 
morale. 


I“ a general article such as this it is 
obviously possible to do no more 
than mention these three policies for 
inflation protection. The application of 
any or all of the suggestions to an in- 
dividual case requires a careful study 
of the financial and local conditions. 
However, even these general recom- 
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WHAT THE PUBLIC UTILITIES WILL FIND IN INFLATION 


mendations can serve as a starting 
point for an active inflation protection, 
especially against the dangerous pincer 
movement of quickly rising operating 
expense and inadequately lagging rate 
increases, in which public utilities in 
European countries were caught with 
tragic results. 

The recommended methods are not 
theories but practical experiences which 
have proven to be extremely effective. 

The use of the three recommended 
methods will require many conferences 
and much careful planning. But this 
will prove to be the best investment 
of time which executives of public util- 
ities can make, It will help them to sur- 
vive a period of inflation during which 
numerous other enterprises will go on 
the rocks. It will help them to survive 
a period of inflation without serious 
loss of capital and surplus. 


It will help them to face the prob- 
lems of the post-war world with a 
healthier and stronger financial struc- 
ture—as institutions in which wage 
and salary earners, management, stock- 
holders, and consumers will have gone 
a far way together in the spirit of hon- 
est-to-goodness team play. 

The greater the obstacles to be over- 
come, the greater the incentive to over- 
come them. The greater the task of 
overcoming, the greater the reward for 
the individual or organization that 
perseveres. The goal is worthy. The 
reward is adequate. The ability to meet 
and solve the inflation problem is exist- 
ent. The incentive, the goal, and the 
ability put together with determination 
will see the American utilities on the 
far side of the inflation, still upholding 
the banner of American business 
adaptability. 





Water Purification Now Ruled by Robot 


NEw “robot chemist” that automatically and continuously meas- 
ures the amount of chlorine dripped into city water was described 
during a recent discussion of water supply sanitation at the General 
Electric Science Forum, by Edward E. Minor, vice president of the New 


Haven, Connecticut, Water Company. 


Practically all city water supplies are now chlorinated, to insure their 
freedom from harmful bacteria. The germ-killing process absorbs the 
chlorine, and if the introduction of the chemical is properly controlled 


the excess is kept to a very low level. 


Less than this amount is not safe; 


more makes the water disagreeable to some persons. Until now the only 
way to regulate the chlorine excess was to keep a chemist busy all the 
time making routine chlorine analyses. 
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The Way It Happened 


Four fronts for distribution as well 
as generation of power 


During the period of our coma, declares the author, the public owner- 
shippers had their way with us; then came the war and demands for 
appropriations for public power projects as defense measures. Discrimi- 
natory legislation designed to promote public ownership at the vy tryed of 


taxpayers served by privately owned utilities has gotten by; 
t 


# may 


taxpayers not finally wake up? 


By HERBERT COREY 


NE thing may save the private- 
O ly owned utilities from the 
octopus of public ownership. I 
say “may.” The writer is an optimist. 
He believes that this is the best of all 
known worlds. He refuses to accept 
as a flaw in his argument that this is 
the only known world. He thinks the 
utilities may be saved by the one thing 
the advocates of public ownership have 
persistently refused to look at. To be 
precise about it the utilities may be 
saved by two things. 

One is taxes. 

The other is desperation. 

Everyone knows the taxes have not 
yet begun to bite. Income taxes in 1942 
are tough enough, but look at the facts. 
We are now using about 20 per cent 
of the total national income in war 
spending. That estimate is only a guess, 
but it is a guess by good people. Pres- 
ident Roosevelt foresees the spending 


of one-half of the national income on 
war. So do his nearest advisers and 
they are likely to be accurate. Most of 
the actual money spent will be bor- 
rowed. There is some rough relation 
between the percentage of the national 
income spent and the taxes which must 
be raised to pay the interest and buy 
back the bonds. Never mind what the 
relationship is. No one knows; no two 
agree; and no one has time to bother 
about it. 

But the day will come—1944, 1945, 
1946, Heaven knows when—when 
every man, woman, and suckling child 
in this country will be paying taxes of 
incredible and preposterous height. 
This is not a complaint against today’s 
spending or tomorrow’s paying. We're 
in the war and whether we do anything 
else or not we're going to scrape the 
bottoms of those little yellow Aryans 
with a blacksmith’s file. The day is 
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THE WAY IT HAPPENED 


bound to come when we will either be 
suffocated by the high taxes or we will 
do something about them. Ask anyone 
who knows anything about practical 
as distinguished from marijuana fi- 
nance. Senators Connally or George or 
Taft or Byrd, for instance, or that wor- 
ried man Morgenthau, or Jesse Jones 
of Texas, who is tougher than whang- 
leather in his private financial dealings. 
When taxes get so high that men can- 
not make an honest living something 
pops. Don’t take my word for it. Read 
history. 


T= will then begin to look 
around. This is goosebone litera- 
ture, of course, but it is pretty soundly 
based. We have been so rich and fat 
and comfortable and complacent that 
we have let things be done to us with- 
out thinking about them. We have been 
told and have told ourselves that we 
are so strong and husky that we are 
invincible. The assertion is true, but 
sometimes invincibility has its troubles. 
We had the little yellow Aryans at 
Pearl Harbor and Manila. They serve 
to remind us that Achilles, too, had his 
heel. During our period of coma the 
public ownershippers had their way 
with us. D. J. Guy, of the U. S. 
Chamber of Commerce, tells me that 
in one phase of the public ownership 
campaign alone about two billion in 
taxpayer money was put out: 

“Before appropriations began to 
slacken.” 

That is a lot of money. Not by any 
means all the money that was put out 
in public ownership projects, but still 
a lot of money. I pick up the January 
2nd letter of PUR Executive Infor- 
mation Service and read this cheery 
little paragraph: 


With scarcely a ripple provision has al- 
ready been made for the construction of 
new power projects by appropriations in 
the third supplemental defense appropria- 
tion bill. In addition to $33,000,000 for three 
TVA projects (ultimately to cost $98,000,- 
000) the Army Engineers will have $7,000,- 
000 to start work on three other new proj- 
ects estimated to cost $56,000,000, and $8,- 
100,000 to continue work on two projects 
which will cost $76,700,000; and $30,000,000 
more was appropriated for Bonneville trans- 
mission lines. 


HIS is no attempt to tot up the bil- 

lions of public money that has 
been spent on the public ownership 
program. No one knows and no one 
has ever tried to find out. There are in 
the neighborhood of 2,000 municipally 
owned plants, for example. No one 
knows how much they cost or what 
they are worth today, but they can be 
added to the stupendous sums invested 
by the nation in the great hydro proj- 
ects. They pay only a negligible amount 
of taxes. The argument is, of course, 
that the taxpayer more than saves in 
rates what he loses in taxes, but it is 
no argument at all, if you examine it. 
It is questionable whether publicly 
owned plants can produce electricity as 
cheaply as privately owned plants—not 
many of them do, unless the experts 
are wrong—but that has nothing to 
do with the tax question. 


[I the utility industry pays one bil- 
lion dollars a year in taxes—that 
sum was selected only because it is a 
fine, round, modern sum—that billion 
dollars is seen. John Smith can touch 
it. It registers in the cash box. The total 
tax bill, for example, is five billion dol- 
lars a year and the utilities pay one bil- 
lion dollars and the balance left is four 
billion dollars. 

John will then kick in from his pri- 
vate funds. 
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B™ if the utilities are publicly 
owned and pay little or no taxes 
then John Smith will pay $100 a year 
instead of $80, or words to that effect, 
and when we get out of this war the 
saving of $20 is going to be important. 
Unless this writer’s estimate of John 
Smith and his probable financial future 
is wholly incorrect, John will be look- 
ing into the public ownership of util- 
ities with a red eye. He will discover 
that one difference between public 
ownership and private ownership of 
utilities is that a publicly owned utility 
pays no real hard tax money into the 
kitty and a privately owned utility pays 
a lot. John does not have to pay the 
dollar the utilities have paid for him. 

Then he will get at the business of 
adjusting that difference. This may be 
sheer, pop-eyed optimism. In the mean- 
time John Smith may be informed that 
the tax-eaters are giving the taxpayers 
a hearty beating. The chances are that 
John has tired of the subject. Away 
back in 1935 the SEC Act was passed, 
which was to do away with the horrid 
iniquities of utility corporations for- 
ever, and John felt he could forget 
about them. Until the World War 
forced itself upon him his out-of-work- 
ing-hours consideration has been given 
to such more pleasing topics as the 
movies, legs, busts, the tenth of the 


e 


month, and the closed shop. The 1942 
taxes will give him a preview of what 
is to come. For what is here right now 
I am privileged to quote again from 
Mr. Guy of the U. S. Chamber of Com- 
merce: 

There are at present four battlegrounds 
in which the power fight is being waged to 
take over distribution as well as generation, 
One is the pressure to construct a federally 
owned grid of trunk transmission lines; the 
second is the grooming of the Rural Electri- 
fication Administration for a full-fledged 
Federal distribution agency; a third is the 
proposed financing of municipal competi- 
tion with a large Federal revolving fund; 
and, fourth, the proposal to divide the whole 
country up into regional authorities. 


 geantists I shall endeavor to trace 
the steps by which we got where 
we are today. For the moment it is 
advisable to discover precisely where 
we are. No one has ever questioned the 
right of the people to build, buy, own, 
and operate its utilities. Democracy 
works when the voters of a community 
assent to a bond issue for the purpose 
of building an electric light plant. To 
quote Mr. Guy again: 


Municipalities and municipal ownership 
have been a disappointment to the campaign- 
ers for socialized power supply. They must 
proceed through the ballot to get bond is- 
sues and must face other local control. The 
campaign for socialized power requires that 
these hurdles be removed or by-passed. 


Democracy was not so much by- 
passed as circumvented by the make- 


“WE are now using about 20 per cent of the total national 
income in war spending. That estimate is only a guess, but it 
is a guess by good people. President Roosevelt foresees the 
spending of one-half of the national income on war. So do 
his nearest advisers and they are likely to be accurate. Most 
of the actual money spent will be borrowed. There is some 
rough relation between the percentage of the national income 
spent and the taxes which must be raised to pay the interest 


and buy back the bonds.” 
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THE WAY IT HAPPENED 


work relief program. Communities 
were given outright 45 per cent of the 
money needed to build competing mu- 
nicipal plants and loaned the remain- 
ing 55 per cent on easy terms. All the 
money for the TVA and other feder- 
ally built projects was furnished from 
the Federal taxpayer’s pocket. The so- 
called security given the Federal gov- 
ernment by the municipal “borrowers” 
was usually in the form of “revenue 
bonds.” The theory was that if the proj- 
ects paid out the government would get 
back its money—although the individ- 
ual taxpayer who has been furnishing 
it will never see a nickel again—and 
that if the project did not pay, no one 
but the Federal government would lose 
money. In the Santee-Cooper project 
in South Carolina—a sample taken at 
more or less random—the state legis- 
lature pledged itself in the strongest 
words it could find that it would not 
put up a penny for any deficit in the 
revenue bonds earnings. 


- of the other communities be- 
gan to react against this “easy 
money” spending. Nebraska was given 
thirty-odd million dollars, because Sen- 
ator George W. Norris has been such 
a good boy, and built,dams which 
flooded farm lands and raised hell gen- 
erally. Then a proposition was made 
to turn much of the state’s power over 
to tax-free irrigation districts and Ne- 
braska’s municipalities protested vigor- 
ously. The TVA had been a nourish- 
ing dew from Heaven to the Tennessee 
valley as long as the millions for build- 
ing the dams continued to pour in. 
Then the millions began to trickle in- 
stead of pour and Tennessee’s counties 
found that the farm land which had 
been flooded for the great reservoirs 


no longer paid taxes. This prospect 
had been pointed out during the TVA 
building, but the pointers barely es- 
caped with their lives. Nowadays it is 
getting so serious that the building of 
Douglas dam was vainly fought by U. 
S. Senator McKellar (D., Tenn.), in 
the strongest language. Douglas dam 
will flood some of the prettiest farm 
land in the South, ruin a county, and 
drive out many farm families. 

Democracy is a slow ox and needs 
the goad. But it is a strong ox. 

San Francisco’s Hetch Hetchy is 
another and a very unpleasant situa- 
tion for a democracy to contemplate. 
When San Francisco really began to 
pop at the seams with healthy growth 
it needed more water. The most readily 
available water was in a government 
reservation up in the mountains. One 
would think—at least this one would 
think—that the Federal government 
would be happy to fix things so that a 
great, lusty, tax-paying, growing city 
could get all the water it needed. No 
harm need be done the reservation. It 
would be in fact protected from de- 
structive run-offs by the restraining 
dams. Every possible safeguard could 
be set up. 


Oo safeguard was set up that sim- 
ply dizzies the onlooker. The De- 
partment of the Interior demanded 
that, as a condition for getting the 
water it needed, San Francisco must 
agree that the power produced at the 
dams should not be sold to any private- 
ly owned company. The city was com- 
pelled to agree. The condition has been 
declared by San Franciscans “an ab- 
ject surrender of San Francisco’s 
rights” and as “humiliations which 
remind us of the armistice Germany 
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Make-work Relief Program 


“NT? one has ever questioned the right of the people to build, buy, 
own, and operate its utilities. Democracy works when the vot- 
ers of a community assent to a bond issue for the purpose of building 
an electric light plant... . Democracy was not so much by-passed as cir- 
cumvented by the make-work relief program. Communities were given 
outright 45 per cent of the money needed to build competing municipal 
plants and loaned the remaining 55 per cent on easy terms.” 





dictated to prostrate France.” But the 
city had to have the water. It lacked 
the distribution facilities for the power 
and entered into a contract with a pri- 
vate company. This contract nets the 
city something more than a million dol- 
lars a year, gives no trouble, and its 
citizens buy power at low rates. How- 
ever, the courts have held that the stip- 
ulations of the contract with the Fed- 
eral government were not lived up to. 

Dean Ickes of the Interior Depart- 
ment wants to void the agreement, and 
set up a public power plan for the han- 
dling of the Hetch Hetchy current. 
Eight times in a row the voters of San 
Francisco have turned the proposition 
down. The Federal authorities brought 
all their persuasiveness to bear. Mr. 
Ickes vindicted like Old Faithful in 
Yellowstone Park. In the eighth elec- 
tion the vote was nearly two to one in 
favor of keeping the Federal govern- 
ment out of San Francisco’s affairs. 
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HE Hetch Hetchy case is not the 

most remarkable in the drive of 
the public ownership advocates to force 
out privately owned utilities. There is 
pending before the House Banking 
and Currency Committee a bill permit- 
ting RFC to make loans up to $150, 
000,000 to public power agencies for 
the purchase of private utilities. In 
March Spokane citizens rejected by a 
decisive vote a proposition to permit 
the purchase by the city of the pri- 
vately owned utility. But that $150,- 
000,000 bill is intended to give Dean 
Ickes the money to purchase private 
utility lines for the use of Washington 
state public utility districts. The Voters 
League of Spokane sent a strongly 
worded protest to Congress against the 
intrusion of Federal authorities in local 
affairs. ‘(Government officials,” said the 
Voters League, “campaigned at gov- 
ernment expense; exhibited federally 
sponsored motion pictures; gave writ- 
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ten interviews; flooded the city with 
literature containing questionable and 
false statements, much of which was 
printed at the expense of the govern- 
ment and the Bonneville authority. 
Wild threats and promises were the or- 
der of their campaign and the money 
of the taxpayer was not spared.” 

Pretty funny for a democracy, isn’t 
it? Right in the middle of a war for the 
preservation of a democratic way of 
life, too. 

Add to this the fact that there are 
bills now pending in Congress for the 
granting of bonding powers for $400,- 
000,000 to regional authorities. 


S° we arrive at the query : “How did 
we get where we are today?” 

In just the same way the camel got 
into the tent. A little bit at a time. It 
is an interesting study, for it shows 
how a careless democracy was led up 
the garden path, as our British friends 
might say. It began with the simplest 
and most innocent and honest bit of 
legislation possible. It wound up in pub- 
lic ownership by fiat, as in the case of 
the Massena transmission lines. Be- 
cause this Massena story highlights the 
process it will be told first. The reader 
is advised to keep it in mind through- 
out the story. 

The Federal government is building 
an aluminum plant at Massena, New 
York. This will demand huge quan- 
tities of current, of course. Nothing 
can be permitted to get in the way of 
the war effort. The natural assump- 
tion is that the Army Engineers have 
been looking around for the best place 
in which to get this current and the best 
way to transmit it. The Army Engi- 
neers are a hard-headed group. In 
peace time they have resisted political 
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pressure with a granite benignity that 
is beyond all praise. Perhaps they have 
yielded here and there when word 
has come from on high. But the ordi- 
nary political pressure simply does not 
exist for them. 

In a war emergency they must, of 
course, obey the commander-in-chief. 


| eae the receipt of orders from 
the President they examined the 
Massena situation. The Office of Pro- 
duction Management—OPM in com- 
mon talk—had named Engineer “Joe” 
Krug to handle utilities. He worked in 
close order with the Army Engineers, 
of course. If they had reported that it 
was advisable to construct a transmis- 
sion line, Krug had authority to allot 
the copper and other materials. If they 
did not report to Krug they could 
have reported to him that the Consoli- 
dated Edison of New York city had 
made detailed plans to build transmis- 
sion wires to the Massena plant. Its 
surplus power could be carried on these 
wires, and, inasmuch as it could hook 
into other privately owned lines the 
initial cost—to be borne by the Con- 
solidated Edison—would be much less. 
The demand for copper, etc., would be 
greatly decreased, too, and at this time 
there is an unfillable demand for copper. 

This is what happened: 

President Roosevelt directed the 
construction of a publicly owned trans- 
mission line through New York state. 
He notified the OPM to the effect that 
he had directed the Army Engineers to 
build this line. This is obviously at an 
increased cost to the government, at a 
greatly expanded demand for copper 
and materials, and at a very consider- 
able loss of time. The order was issued 
before OPM’s Krug had completed the 
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inquiry he was making into the situa- 
tion. The publicly owned line will cost 
the government about $30,000,000. 
And here is the scaly thing under the 
bed— 


HIs is the plan of the New York 
State Authority, in anticipation 
of the construction of the St. Law- 
rence river power project. The river 
plant is to be built by public money, if 
the plan goes through—the ordinarily 
docile Senate has not yet agreed—and 
the publicly built and paid for trans- 
mission line will carry the St. Law- 
rence power to New York city. The 
rivers and harbors bill now pending 
in the House, and inelegantly known 
as the pork barrel, contains a clause 
providing for the transfer of the Fed- 
eral power facilities of the St. Law- 
rence project to the state power author- 
ity. No provision is made for partici- 
pation by privately owned utilities. 
This is to be done under the cloak of 
the war program. But the St. Law- 
rence power, if agreed to by both 
houses of Congress, could not be avail- 
able for four or possibly five years. It 
is conceded that the building of the St. 
Lawrence plant at this time would take 
men, money, and materials from the 
war program, and it is becoming in- 
creasingly and emphatically evident 
that our resources will be tapped to the 


& 


last ounce if we do for ourselves and 
others all that we have freely promised 
to do. It is a direct attack, under cover 
of the war program, upon the privately 
owned utilities of New York city and 
state. It is in direct contradiction of 
the statement by Mr. Roosevelt, then 
governor of New York state, to the 
PusLic UTILITIES FORTNIGHTLY of 
June 25, 1931: 


Private management has no right to exist- 
ence in the face of a determination by the 
public to operate its utilities, but it does 
have a right under the conditions named 
above to protection against confiscation di- 
rectly or indirectly. 


’ may be pointed out that govern- 
ment consists only of a group of 
officials, holding either elective or ap- 
pointive office, and that in a democracy 
this group changes from time to time. 
The changes are not often precipitate 
but are always inspired by the voter's 
knowledge of facts which affect him in 
his person or pocketbook. It is not like- 
ly, for instance, that Dean Ickes of the 
Interior could be elected to any office 
in San Francisco. Come to think of it, 
he never has been elected to any office, 
even at home. But that is an un- 
worthy and offensive suggestion for 
which apology is made. No doubt the 
voters in Mr. Ickes’ home district were, 
to quote from Harry Hopkins, “just 
damned dumb.” 

It is interesting to observe the legis- 


at this time would take men, money, and materials from the 


q “It is conceded that the building of the St. Lawrence plant 


war program, and it is becoming increasingly and emphati- 


cally evident that our resources will be tapped to the last 
ounce tf we do for ourselves and others all that we have 
freely promised to do. It is a direct attack, under cover of 
the war program, upon the privately owned utilities vii New 
York city and state.” 
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THE WAY IT HAPPENED 


lative steps by which the public owner- 
ship group has been able to impose its 
will on the country. It should be noted 
that there has never been any national 
program offered to the voters for their 
judgment. Millions of taxpayers’ 
money have been spent; other millions 
have been loaned on ridiculously easy 
terms and on security which was de- 
liberately represented as of doubtful 
value and possibly uncollectible; and 
threats and promises have been drifted 
like feathers on the breeze. Every 
project has been a local project. No- 
where, at any time, has Congress been 
called on to vote on this simple proposi- 
tion : 

“This country herewith adopts the 
principle of the public ownership of 
utilities.” 


HIS is the way it was done: In 

1906 Congress authorized the 
Secretary of the Interior, under the 
Reclamation Act, to lease, for a period 
not exceeding ten years, any surplus 
power or power privilege at an irriga- 
tion dam. Preference was to be given 
for municipal purposes. The intent 
was not to prefer municipalities for, 
in many cases, the power produced was 
sold to supplement that furnished by 
privately owned utilities. In 1920 the 
Federal Water Power Act for the li- 
censing of hydroelectric projects speci- 
fied that preference should be given to 
states and municipalities if their plans 
were considered by the commission 
equally well adapted to conserve and 
utilize in the public interest the water 
resources of the region. The interests 
of the investor and the taxpayer were 
still being considered by Congress. 
Public ownership of utilities had not 
yet become a cult. 


In succeeding years this Federal at- 
titude of statutory discrimination in 
favor of publicly owned utilities de- 
veloped by degrees. Nobody paid much 
attention to it in 1913, when the so- 
called Raker Act imposed a restriction 
on the city of San Francisco as to how 
it should dispose of its own power from 
a plant built and paid for with its own 
money. 

It was something like Volstead pro- 
hibition during the excitement of the 
last war. It made its preliminary gains 
while most of us were busy watching 
the big acts of the world circus. When 
we turned around, there it was—almost 
a fact and possessing enough momen- 
tum to go ahead on its own. 


N recent years, Federal discrimina- 

tion in favor of publicly owned 
utilities has become virtually a fixed 
policy. For example, at first we find 
only a mild preference for disposing of 
federally generated power to publicly 
owned distribution systems. Now we 
find in the Bonneville Act an absolute 
prohibition against the distribution of 
one-half of the power generated at 
Bonneville to any but publicly owned 
systems even though such systems may 
not be in existence to take advantage of 
the reservation. 

This so-called dog-in-the-manger 
clause recently expired. But it would 
not be surprising if attempts were 
made in future legislation to make this 
prohibition against distribution of 
public power to private utilities abso- 
lute instead of merely a temporary 
restriction. 

Right here we come up against a 
fair question—for a democracy. Just 
why should such a policy of discrimina- 
tory preference exist at all? Who pays 
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Public Ownership of Utilities 


‘ e is interesting to observe the legislative steps 

by which the public ownership group has 
been able to impose its will on the country. It should 
be noted that there has never been any national pro- 
gram offered to the voters for their judgment. Mil- 
lions of taxpayers’ money have been spent; other 
millions have been loaned on ridiculously easy terms 
and on security which was deliberately represented 
as of doubtful value and possibly uncollectible ; and 
threats and promises have been drifted like feathers 
on the breeze.” 





for these plants the Federal govern- 
ment built to generate power? Is it 
only the publicly owned distributing 
utilities? Quite the contrary. They 
pay little, if any, taxes. It is the gen- 
eral taxpayer—you and I—and, in very 
large share, the privately owned and 
operated utilities who pay for these 
Federal plants. 


_ is the justification for such 
discrimination? Are private dis- 
tributing utilities and the people living 
in the cities who elect to be served by 
them some kind of an enemy that must 
be badgered and heckled? Or should 
Federal plants built and operated with 
public money be available to all sections 
of the population without regard to 
their forms of local organization? 
Suppose, for example, the fire de- 
partment of your city, which is paid 
for by the taxes of you and your 
neighbor, were to announce that here- 
after it would put out only those fires 
which threatened property belonging to 
the Federal, state, or municipal gov- 
ernment—that private business would 
have to provide for fire protection for 


FEB. 26, 1942 


its own property. Suppose the police 
department, public health service, and 
other organizations created out of 
public funds were to announce a simi- 
lar policy of discrimination. You can 
imagine the howl that would go up. 

Or, if such a supposition is too far- 
fetched, suppose that the city fire de- 
partment of a Democratic administra- 
tion announced that it would hereafter 
put out fires on property belonging only 
to registered Democratic voters and 
that the Republican citizens would have 
to take care of themselves. That is get- 
ting a little closer to it. Apparently 
cities which insist upon taking service 
from privately owned utilities are not 
following a political line favored by 
some of those in control of the admin- 
istration. And the Federal government 
is following a policy of reprisal when 
it refuses to allow its own plants to aid 
or codperate with private utility 
operations. 


ECAUSE the private utility industry 
has so far looked out for its own 
needs, the unfairness of this attitude 
has not touched most of us. It has es- 
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caped the attention which it deserves. 
But with the national defense impos- 
ing an unprecedented demand on all 
America’s power reserves, whether 
publicly or privately owned and op- 
erated, it would seem to be high time 
that Americans took a second look at 
this policy. It prevents codrdination 
and cooperation of public and private 
facilities. 

Furthermore, the draining off of 
Federal funds, which are at this time 
so badly needed for defense purposes, 
for the sole aim of financing a public 
ownership campaign, as such, needs 
another spotlight. There would be 
more sense to it if this proposal to 
finance a public transfer of power dis- 
tribution systems from private to mu- 
nicipal ownership actually created new 
power capacity. But it does no such 
thing. It merely changes the title and 
puts the bill for the transfer on the 
already overburdened back of the 
American taxpayer. 


l’ the Boulder Canyon Act of 1928 
Congress tried to be more fair when 
it enacted a proviso that limited pref- 
erence be given to the lower basin states 
of Arizona, California, and New Mex- 
ico for certain power rights. The gov- 
ernment’s policy was made clear by an 
opinion of the solicitor for the Depart- 
ment of the Interior. He defined the 
“public interest” in the Boulder dam 
project as, first, the financial security 
of the United States, and, second, 
equality of access to Boulder dam 
power. The part to be played by mu- 
nicipalities was made very clear. “The 
preference of a municipality is in con- 
sumptive right and not in merchandis- 
ing advantage.” In other words it had 
the right to serve its citizens with 
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power, but when it attempted to go out- 
side its limits to sell power it was mere- 
ly a competitor in the field. 

Mr. Roosevelt accepted this defini- 
tion in 1928: 

“I do not want to put the state of 
New York into the business of distrib- 
uting power to the ultimate buyer. 
That is a matter which can now be 
properly taken care of by the private 
companies—” 

He enforced this in 1929, when he 
had become governor : 

“The state should undertake [ac- 
tual operations] only if private enter- 
prise proves that it cannot or will not 
successfully carry out the task.” 

But in 1933 he was President; the 
New Deal was beginning to burgeon; 
the campaign of the public power ad- 
vocates had taken on political stature; 
and the make-work program was be- 
ing shaped. In the TVA Act the au- 
thority was authorized to sell power 
and was directed to give preference to 
states, counties, municipalities, codp- 
eratives, etc., not organized or doing 
business for profit. Other phrases in 
the act made it apparent that Con- 
gress intended that TVA power 
should be distributed under either pub- 
lic or private agencies, and under condi- 
tions assuring the lowest possible rates 
But the TVA proceeded on the theory 
that it had been given a mandate to dis- 
tribute power through public agencies 
and in 1935, with the ardent support 
of the administration, succeeded in 
having this policy validated by Con- 
gress. 


oe 1933 and 1935 loans and 
grants to states and municipalities 
were authorized for the conservation 
and development of natural resources, 
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Chis: recent years, Federal discrimination in favor of pub- 


example, at first we find only a mild preference for disposing 
of federally generated power to publicly owned distribution 
systems. Now we find in the Bonneville Act an absolute pro- 
hibition against the distribution of one-half of the power 
generated at Bonneville to any but publicly owned systems 
even though such systems may not be in existence to take 


advantage of the reservation.” 
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of water power, and the transmission 
of electric energy. The PWA was cre- 
ated and under Secretary Ickes went 
into the business of developing and 
distributing power by public agencies, 
with the Federal Power Commission as 
an advisory body. Ickes got away 
from the FPC and set up the National 
Power Policy Committee for some 
rather nebulous purpose. His Electric 
Power Board of Review, by means of 
which he had escaped from the FPC’s 
advice, got into trouble by using its 
power to loan money to municipalities 
to force private utilities to reduce their 
rates and in 1935 Mr. Ickes quietly 
drowned it. Then he formed a power 
division within the PWA to study 
power projects. The PWA’s relief 
money financed it. Then the President 
authorized, through the PWA, the 
construction of several large hydro- 
electric projects. They covered flood 
control, improvement of navigation, 
irrigation, and whatnot, with the pro- 
duction of power stated as merely inci- 
dental. But power production soon 
became the major factor. 

In 1935 the President thus comment- 
ed on the establishment of the Rural 
Electrification Administration : 

Preference in these loans in accordance 
with the policy of the administration, was 
FEB. 26, 1942 


given to applications from public bodies 
distributing electricity. 
HEN came the fight between the 
TVA and the Commonwealth & 
Southern, as one result of which the 
TVA was recognized as being pri- 
marily a power-producing concern. 
Congress rather accepted the necessity 
of providing more money for the great 
hydroelectric works which were under 
construction by executive fiat exerted 
through the PWA, and in the Bonne- 
ville Act it was provided that 50 per 
cent of the power should be earmarked 
for publicly owned enterprises. This 
was the utmost concession to the public 
ownership advocates at that time. The 
Fort Peck Act of 1938 made no reser- 
vation of power for public agencies, 
although they were given preference 
and priorities. 

In 1938, too, the appropriation bill 
did not authorize the PWA to pur- 
chase existing facilities. A “gentle- 
man’s agreement” was voiced by Sen- 
ator Barkley to the effect that private 


facilities should not be compelled to 


sell out except in the event they refused 
to sell power at “reasonable” rates. Mr. 
Ickes was made the judge of what 
should be regarded as reasonable. He 
did not agree with all the utilities as to 
what rates were “reasonable” but in 
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one case which reached the Supreme 
Court that body refused to review. So 
the “gentleman’s agreement” passed 
into history. In 1939 an act was passed 
in the closing days of Congress by 
which public bodies and codperatives 
were given preference in the purchase 
of power. The passage came after a 
bitter fight and only because the op- 
position had been maneuvered into a 
position which led to the fear that set- 
tlers on irrigation projects might be 
deprived of needed benefits. 


HERE was a time, following the 
passage of this act, when it ap- 
peared that the power of the govern- 
ment would be circumscribed to use 
the money of the taxpayers in this at- 
tack on private enterprise. But the 
moon has changed again. Under the 
program of all out for war the attack 
on the public utilities has been re- 
newed. 
It may be that their only hope of 
salvation from the socialistic program 
will be found in the tax collector. 





New York Cannot Be Blacked Out—Yet 


MERICA’S biggest city—New York—cannot be blacked out 
(without considerable adjustments which are being care- 
fully studied). Its electric signs can be turned off, factory and 
home lights darkened, automobile headlamps shut off. But its 
thousands of street lights would still remain lit as brilliant 
beacons to guide an air raid. 

Why? There is no central switch to turn them off. The only 
way they can be darkened is manually, light by light. And the 
reason for that is the city’s lighting system, the most modern in 
the world, is scientifically controlled. Each light is governed by 
its own astronomical clock which turns it on and off according to 
the amount of daylight in each day of the year. There are no 
separate circuits supplying New York street lights. Their elec- 
tricity comes from the same cables that supply all other electri- 
cal needs. Consequently, there are only two ways in which the 
lights could be put out. One would be to pull the master switch 
at each generating station; the other is to send out air-raid 
wardens with keys or screw drivers to turn off each light. 

The first method is not regarded as practicable since it would 
paralyze every operation in the city requiring electricity, many 
of them, of course, absolutely essential in times of emergency. 
Turning the lights out individually is a huge job. There are 
nearly 25,000 street lights in the borough of Manhattan alone 
and nearly twice that many in Brooklyn and Queens. Plans to 
correct the situation are now being developed by New York 
city engineers. 
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Proposals 


to place the 


Federal hydroelectric 


projects into the hands of a single administrator 

responsible to the Secretary of Interior meeting 

with determined opposition by political sponsors 
of the government plants. 


By ANDREW BARNES 


Interior Harold Ickes has been 

called many names by his multi- 
tude of enemies, but no man, friend or 
enemy, has ever accused Ickes of a lack 
of ambition or of having the slightest 
doubt that to have a job done well a 
man named Ickes should be in charge 
of it. 

As the national emergency has 
deepened, the Secretary of Interior has 
reached out to gather into his depart- 
ment, into his hands, more and more 
and more duties all charged with au- 
thority over the economic mainsprings 
of the nation. 

President Roosevelt has acquiesced 
in Ickes’ bids for more and more 
duties and, with them, more and more 
power over countless industries and 
individuals. 

Only recently, Mr. Roosevelt gave 
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Pine: belligerent Secretary of 


Ickes the job of acting as coordinator 
for the solid fuel supplies of the coun- 
try. By virtue of the National Bitumi- 
nous Coal Act, Ickes was endowed with 
a large measure of control over the 
bituminous coal industry. Into his 
hands, Mr. Roosevelt gave the anthra- 
cite industry. Ickes was given the job 
of coordinating oil supplies, a job that 
brought him into a tempestuous, head- 
long clash with the Maloney commit- 
tee of the United States Senate, that 
gave him immense power over the 
multi-billion-dollar petroleum indus- 
try. 
But Ickes has not been satisfied with 
the million and one duties already per- 
formed by his department. Early in the 
emergency, he created a division of 
power coordination and _ sought, 
through the medium, to take over the 
job of running, rationing, and appor- 
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tioning all the power supplies, public 
and private, of the nation. Here, Ickes 
met resistance. The Office of Produc- 
tion Management set up its own divi- 
sion of power under the able director- 
ship of J. A. (Cap) Krug, borrowed 
from the Tennessee Valley Authority. 
Ickes, at least temporarily, has been 
bested in this contest, but another, 
more serious contest is brewing. 


T= is making within the ranks 
of those who have been champion- 
ing public power for thirty years a bit- 
ter row that will soon blow wide open 
in the United States Senate unless cur- 
rent efforts to patch up the controversy 
out of sight of the public succeed. And 
it appears that they will not succeed. 

Bested in plans to take over the co- 
érdination of both private and public 
power, the Interior Department and 
Ickes are now making a bid for control 
of all public power. 

At present, Secretary Ickes controls 
the huge Bonneville power project, the 
marketing of power from the still 
larger Grand Coulee in the Pacific 
Northwest. Mr. Roosevelt’s executive 
order of August 26, 1940, gave Mr. 
Ickes the joint control of Grand Coulee 
and Bonneville power. Mr. Ickes also 
has control of Boulder dam, another 
huge project, and through his Bureau 
of Reclamation, of many less important 
segments in the public power system. 

Engineering surveys have shown 
that approximately 40 per cent of the 
public power potential in the United 
States is located in the Pacific North- 
west, along the Columbia river on 
which Grand Coulee and Bonneville are 
located and its tributaries. The great 
waterfalls, the tumbling rivers, have 
locked within them greater potential 
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energy than in any other section of the 
country. 

Last June 23rd, Ickes induced Con- 
gressman Knute Hill of Washington 
to introduce a bill giving the Interior 
Department control over all Columbia 
power. Section 3 of Hill’s bill pro- 
vides that the Columbia Power Au- 
thority “shall be a regional agency in 
the Department of Interior.” 


i bs public power enthusiasts, this 
bill had a special significance in 
the light of previous occurrences. At 
one time, Mr. Ickes, Thomas G. Cor- 
coran, and Ben Cohen had drafted an 
executive order, laid it before the 
President for his signature. It, when 
signed, would have destroyed the inde- 
pendence of the Tennessee Valley 
Authority, placed this vast power de- 
velopment squarely within the hands of 
the Secretary of Interior. TVA offi- 
cers heard of the order, notified Sen- 
ator George W. Norris of Nebraska, 
and he went straight to the White 
House with his protest. After seeing 
the President, Norris saw Ickes, Cor- 
coran, and Cohen, violently protested 
the order, finally succeeded in killing it. 

It took all the persuasiveness Norris 
could command to maintain the inde- 
pendence of the TVA. 

Therefore, when Hill’s bill was in- 
troduced, public power advocates sus- 
pected another Ickes bid for power. 
Senator Homer T. Bone of Washing- 
ton and Representative Martin F. 
Smith countered on August 14th, in- 
troducing identical bills to establish the 
Columbia Power Authority as a re- 
gional authority, answerable to Con- 
gress itself and wholly independent of 
the Department of Interior. 

The sponsors of legislation to create 
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an Arkansas Valley Authority likewise 
found themselves enmeshed in Ickes at- 
tempt to take over public power. The 
Secretary communicated to Congress- 
men and to the White House his desire 
that, if created, the Arkansas Author- 
ity be made subservient to and a part 
of the Department of Interior. 


ner: Roosevelt has communi- 
cated to Senators and Representa- 
tives his views regarding the Columbia 
Power Authority, and they sound, for 
all the world, like the arguments end- 
lessly advanced by Mr. Ickes. They 
are, in the President’s words: 


“1, The authority should be headed 
by a single administrator responsible 
to the Secretary of Interior. As you 
know, the Secretary has set up in the 
Interior Department a new division of 
power which reports directly to him 
and is independent of any other bu- 
reaus or offices of the department. 

“2. The authority should be re- 
sponsible for the orderly marketing of 
available power and should encourage 
the development of suitable industries 
based on the resources of the North- 
west. 

“3. The authority should be re- 
sponsible for the management and 
amortization of the government’s in- 
vestment in the power facilities in a 
businesslike manner. 

“4, The authority should be in a 
position to aid the public agencies of 
the region in effecting acquisitions of 


e 


private utility properties quickly and 
economically. 

“5. The authority should follow the 
present Bonneville policy of seeking 
the widest possible distribution of its 
power at the lowest possible rates, and 
to this end it should require that the 
resale of its power be at such rates 
and under such conditions as will as- 
sure these benefits to the people of the 
region.” 


With four of these points the public 


‘power men have no argument at all. 


With Point Number One, “The au- 
thority should be headed by a single 
administrator responsible to the Sec- 
retary of Interior,” they have utterly 
no sympathy. 


M* Roosevelt has sought to enlist 
the support of public power ad- 
vocates for such legislation. He has 
failed signally, and if he should persist 
in demanding the bill the President 
will find himself, for the first time, 
openly opposed by those men with 
whom he formerly worked in the 
closest codperation on power policies— 
Senator Norris, Senator Bone, Repre- 
sentative John E. Rankin of Missis- 
sippi, a dozen others who are deter- 
mined that the Ickes bill shall not pass. 
Already they have lined up in the 
House and Senate formidable opposi- 
tion to the legislation, not counting 
those Congressmen who believe that 


championing public power for thirty years a bitter row that 


q “THERE 1s making within the ranks of those who have been 


will soon blow wide open in the United States Senate unless 
current efforts to patch up the controversy out of sight of 
the public succeed. And it appears that they will not succeed. 
Bested in plans to take over the codrdination of both private 
and public power, the Interior Department and Ickes are 
now making a bid for control of all public power.” 
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public power systems, under any man- 
agement, are incursions on private 
business fields, and unwise in the 
extreme. 

Undoubtedly, the Tennessee Valley 
Authority will give its tacit support to 
the opposition, as shown by the re- 
marks of David Lilienthal in a recent 
address at Little Rock, Arkansas: “All 
the laws enacted in Washington to pro- 
mote the well-being of citizens through- 
out the land need not be administered 
from our national capital.” In fact, the 
Bone-Smith bill was prepared with the 
assistance of TVA _ experts and 
attorneys. 

The Federal Power Commission, 
finding its functions and administra- 
tion increasingly usurped by the De- 
partment of Interior, is likewise aligned 
squarely against an Ickes Power Ad- 
ministration. 


fee issue, therefore, boils down to 
an Ickes bid for power, a contro- 
versy over regionally administered 
power projects, as advocated by Nor- 
ris, Bone, Rankin (sponsor of a bill to 
create eight regional power authori- 
ties), Smith, and others; as against a 
bureaucratic administration of public 
power centralized in Washington. 

The administration’s arguments, 
made to members of Congress, are: 


1. The Department of Interior, 
through the Bureau of Reclamation, 
already has charge of many power 
projects, is charged with the develop- 
ment of public power in conjunction 
with land reclamation and irrigation. 

2. To “free” the Columbia Power 
Authority would seriously disturb the 
existing set-up for administration of 
Bonneville and Grand Coulee power. 

3. Regional administrations, per- 
force, are more interested in local con- 
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ditions, and cannot be expected to en- 
gage in the close codperation required 
for the development of a well-defined 
national power policy. There will be 
discrepancies and disagreements be- 
tween regional policies, disparities in 
marketing practices and charges, to 
the detriment of the power program. 


4. Only a single department can pro- 
vide the over-all direction and fusion 
of policy that is required in a program 
of such gigantic size, costing well over 
a billion dollars. 

5. The regional 3-man boards pro- 
posed by Bone and others are ineffec- 
tive and, as Ickes once said, only “3- 
man debating societies.” This argu- 
ment, of course, ignores the success of 
the TVA, which Ickes would be one of 
the first to uphold. 


A“ of these arguments, and others 
less noteworthy, leave the public 
power Congressmen cold. 

They are convinced that Secretary 
Ickes is making a bold and colossal bid 
for control over a two-billion-dollar 
public power system spanning the 
length and breadth of the United 
States. 


Ras they believe that his argument 
for control of Columbia power is 
only “an entering wedge.” Given con- 
trol of the Pacific Northwest, the de- 
partment would immediately attempt to 
take over all other projects, including 
TVA, on the same grounds, the public 
power men believe. And, having grant- 
ed Ickes authority over Columbia, 
they would be in extremely poor posi- 
tion to argue against the extension of 
this control. 


‘oy ECOND, the public power advocates 
do not question Ickes’ sincerity or 
honesty. But, they are wondering who 
may be Secretary after Ickes. In other 
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Public Power in Pacific Northwest 


een surveys have shown that approximately 

40 per cent of the public power potential in the United 

States is located in the Pacific Northwest, along the Colum- 

bia river on which Grand Coulee and Bonneville are located, 

and its tributaries. The great waterfalls, the tumbling rivers, 

have locked within them greater potential energy than in 
any other section of the country.” 





words, they are worried over the pos- 
sibility that in the future there may be 
a Secretary of Interior who is corrupt, 
dishonest, incompetent, or, less seri- 
ously, unfriendly to public power sys- 
tems. They want to be certain that for 
the next 100 years the public power 
system remains shielded from the 
touch of a possibly corrupt bureau- 
cracy. 


6 Bran they believe that a regional 
agency alone can understand and 
plan to meet the problems of the areas 
in which power projects are developed. 
One of the cardinal policies of the 
Democratic administration has been 
opposition to absentee landlordism and 
ownership ; yet, in this controversy, the 
administration is proposing to establish 
what amounts to absentee management 
of a gigantic industry. 

They maintain that the best manage- 
ment is the management on the scene, 
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acquainted with local economic and 
political conditions, acutely aware of 
social problems, and free to cope with 
them without obtaining the approval of 
a Washington agency snarled and 
hamstrung by bureaucratic red tape. 


A’ one public power enthusiast re- 
marked to Ickes, the administra- 
tion is proceeding on the theory that it 
would live “forever” to give a benevo- 
lent guidance, even from Washington, 
to public power projects. 

Public power men argue also that 
under a political department’s control 
the power projects would be subjected 
constantly to political influence and 
policy, would soon become “political 
footballs,” “pie counters,” to the ulti- 
mate detriment of the whole public 
power philosophy. 

Moreover, they make the point that 
the people of the Pacific Northwest do 
not want Harold Ickes as their power 
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ut want instead their own local 
aaministration. 

They see an even greater danger. As 
one put it, to give the Secretary of In- 
terior control over public power, along 
with control over coal, petroleum, 
would be to place “the heart beats of 
the nation in one man’s hands.” 

Having seen Mr. Ickes’ somewhat- 
less-than-diplomatic handling of the 
oil industry’s problems, they are not 
enthusiastic over his latest ambitions. 


I’ is their view that Congress, in 
formulating policies for a billion- 
dollar government enterprise must 
look ahead 100 years, and not confine 
its study to the immediate emergency 
in formulating those policies. They 
have firm convictions that even the 
present emergency does not warrant 
placing public power in a government 
bureau. The public power men are not 
opposed to having a single administra- 
tor—provided that he has regional] 
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authority, is appointed by the Presi- 
dent, is confirmed by the Senate, and is 
in no way answerable to Ickes. 

As one man put it: 

Suppose the Ickes bill is passed, and ten 
years from now a corrupt Secretary is ap- 
pointed. It has happened, you recall. He 
starts out to wreck the public power system. 
Congress decides to stop him. It passes a 
bill divesting him of control over public 
power. The Secretary has the President’s 
ear, gets the President to veto the bill. It 
will take a two-thirds majority of the 
House and Senate to pass that legislation 
over a veto and it is doubtful if it could be 

assed. Before the system could be protected, 

incalculable harm might be done. That-is 
why we want regional controls. 

These then are the arguments in a 
controversy that is boiling up in Con- 
gress, involving on one side President 
Roosevelt and Secretary Ickes, on the 
other all the public power men with 
whom they once worked in closest co- 
Operation. This row, unless com- 
promised, will split the public power 
group wide open, from top to bottom, 
and there are no current signs of an 
effective compromise. 





























Ah, Mystic Charm of the Orient! 


| ete that the Japs have overrun the Far East summons wistful ro- 
mantic visions such as the Road to Mandalay. A Washington news- 
paperman recently recalled his favorite romantic vision. It concerned 
a Sultan or Maharajah or something from some place (he thought 
Johore), who visited New York several years ago on a shopping tour. 
Among the articles which took his eye was a regulation telephone booth. 
The potentate’s fabulous wealth procured for him this rare item right 
out of the Men’s Room of a leading downtown hotel. Wonder what in 
the world he did with it or, for that matter, what in the world the Japs 


are doing with it. 
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Wire and Wireless 
Communication 


eb eeldett Eugene Cox of Geor- 
gia introduced a resolution on the 
floor of the House of Representatives 
on February 2nd to investigate the FCC. 
This action came after Cox had de- 
nounced James L. Fly, chairman of the 
FCC, for maintaining ‘“‘an active and am- 
bitious Gestapo.” The Georgian declared : 


Mr. Fly is using a good law to a bad end. 
He is guilty of a monstrous abuse of power 
and is rapidly becoming the most dangerous 
man in the government. He maintains an 
active and ambitious Gestapo and is putting 
shackles on the freedom of thought, press, 
and speech, without restraint. 


Mr. Cox said that “in the pretended 
regulation of the broadcasters, which 
need regulating,” Fly was “breaking 
down those freedoms which guard all 
others” and “is taking advantage of the 
stress of the moment to federalize all 
means of communications.” 

Because of his influence as ranking 
majority member of the powerful House 
Rules Committee, to which the resolution 
was referred, Washington observers con- 
ceded the Cox resolution a fair chance 
to emerge for a vote on the floor of the 
House. Whether or not the administra- 
tion will be able to bring enough pres- 
sure to defeat the resolution on such a 
vote was said to be more doubtful. There 
was thought to be a chance that the con- 
flict might be compromised by channel- 
ing the resolution into the House Inter- 
state and Foreign Commerce Committee, 
which already has under study a bill by 


Representative Sanders of Louisiana to x. } 
Gelabor interests in the communications in- 
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reorganize the FCC. 
FEB. 26, 1942 


EPRESENTATIVE Sanders has been 

pressing for hearings on his bill, 
which were scheduled to be held early 
this year. Since such hearings would 
necessarily involve an examination of 
the FCC operations, it was thought that 
Representative Cox might be content to 
let the Committee on Interstate and 
Foreign Commerce handle the inquiry. 
The Sanders bill would divide the FCC 
into two sections: one for carriers—tele- 
phone, telegraph, cable; and one for 
radio broadcasting. It would also deém- 
phasize the importance of the position of 
the FCC chairman. 

The anti-FCC sentiment in Congress 
was further increased by the differences 
between Representative Dies of Texas, 
chairman of the House Committee to 
Investigate Un-American Activities, and 
Chairman Fly over the appointment of 
Goodwin Watson to an important FCC 
staff position. Dies claimed that Watson 
was a proven Communistic sympathizer. 
The impression prevailed in some quar- 
ters that the FCC had agreed to drop 
Watson. 

When Watson’s release was not forth- 
coming, however, the House sought to 
discipline the FCC by voting a specific 
prohibition into the appropriations bill 
against the payment of any salary to 
Watson. This clash between the FCC and 
the House chamber was believed to have 
left in its wake bad feelings which may 
support the further disciplinary activi- 
ties of Representatives Cox and Sanders. 
Full codperation of industry and 





WIRE AND WIRELESS COMMUNICATION 


dustry has been pledged to the De- 
fense Communications Board, Chairman 
James L. Fly announced on February 
oh in making public the following joint 
statement by the Labor and Industry Ad- 
visory committees of the board in con- 
nection with the victory drive: 


Recognizing the vital rdle of the com- 
munications industry in winning the war, 
the Industry Advisory and Labor Advisory 
committees of the Defense Communications 
Board, at a joint meeting on February 3, 
1942, pledged the full codperation of indus- 
try and labor in the communications field 
in advising and assisting the board. 

The industry and labor representatives 
present recognize that war-time efficiency 
of communications requires the special con- 
tributions of each group and the closest co- 
dperation with the government. 

To this end, these committees will aid the 
Defense Communications Board in its im- 
portant task by the consideration and study 
of communications problems on which the 
board desires assistance. 


The Industry Advisory Committee 
comprises Walter S. Gifford and Keith 
S. McHugh, president and vice presi- 


dent, respectively, of the American Tele- 
phone and Telegraph Company; Jack 
Kaufman and F. C, Alexander, execu- 
tive vice president and vice president of 
Globe Wireless, Ltd. ; Colonel Sosthenes 
Behn, president of the International 
Telephone & Telegraph Corporation ; 
Frank W. Phelan, president of All 
America Cables & Radio, Inc.; E. F. 
Chinlund and Ellery W. Stone, president 
and executive vice president of Postal 
Telegraph, Inc.; Joseph Pierson and 
Donald K. deNeuf, president and super- 
intendent of operations of Press Wire- 
less, Inc.; David Sarnoff, president, and 
his assistant, Dr. C. B. Jolliffe of the 
Radio Corporation of America; William 
E. Beakes and R. V. Howley, president 
and vice president of Tropical Radio 
Telegraph Company; R. A. Phillips and 
Louis Pitcher, president and executive 
vice president of the United States In- 
dependent Telephone Association; and 
A. N. Williams and E. R. Shute, presi- 
dent and vice president in charge of traf- 
fic of the Western Union Telegraph 
Company. 

Representing labor interests interested 


295 


in communications, the Labor Advisory 
Committee members are Robert J. Watt, 
of the American Federation of Labor; 
Joseph P, Selly, of the American Com- 
munications Association, for the Con- 
gress of Industrial Organizations; and 
Paul E. Griffith, president of the Nation- 
al Federation of Telephone Workers. 


* * #K 


HE FCC investigation into the con- 

trol of radio broadcasting stations 
by newspaper publishers is proceeding 
somewhat under a cloud. The cloud was 
manufactured by the District of Co- 
lumbia Court of Appeals in the same pro- 
ceeding which recently upheld the right 
of the FCC to issue subpoenas compel- 
ling newspaper publishers to testify at 
such an investigation. 

The court pointed out that there is 
nothing in the Communications Act 
which would authorize the FCC to re- 
fuse a radio broadcasting license to a 
newspaper owner simply because he was 
a newspaper owner. Although this was 
obviously dicta, it clearly indicates the 
attitude of the District of Columbia 
Court of Appeals in which must be filed 
any further appeal from whatever action 
the FCC might take as a result of its 
investigation. The court’s opinion in this 
respect coincides with the views taken 
by the minority of the FCC, Commis- 
sioners Craven and Case, who long ago 
expressed the opinion that the FCC had 
no right to deny radio licenses to news- 
papers and that hence an investigation 
of the situation was unnecessary. 

Aside from this legal shadow, the FCC 
continued to make progress on its in- 
vestigation into newspaper-radio control. 
Ernest Angell, president of the Council 
for Democracy, on February 5th told 
the FCC that regulations barring news- 
papers from operating radio stations 
“would be fraught with a great deal of 
danger to the democratic process.” 

On February 6th, Roscoe Pound, dean 
emeritus of Harvard Law School, 
warned the FCC that it should pass in- 
dividually upon applications for radio 
stations and not adopt “hard and fast 
rules” that would prohibit newspapers 
FEB. 26, 1942 
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or any other general class from acquir- 
ing stations. Dr, Frederick S. Siebert, 
of the University of Illinois School of 
Journalism, testified that newspapers 
“deserve to be considered” because of 
their long training in the coverage of the 
news and opinion. 
Arthur Garfield Hays, counsel for 
the Civil Liberties Union, told the FCC 
that discrimination against newspapers 
and licensed radio stations would be “a 
first step away from sound democratic 
principles.” The case in favor of restrict- 
ing newspaper ownership of radio sta- 
tions has not yet been fully presented. 


* * * * 


OcAL telephone companies operating 
throughout South Carolina would 
be obliged to extend service when or- 
dered by the South Carolina Public Serv- 
ice Commission under a bill recently in- 
troduced in the South Carolina legis- 
lature by Senator McFaddin of Claren- 
don. McFaddin explained that he intro- 
duced the bill to settle a question which 
came up when the public service com- 
mission said it did not have the power 
to require expanded service, although it 
had been so requested by prospective 
customers in several communities. There 
are between seventy-five and a hundred 
telephone companies in the state. 
McFaddin said his bill would put tele- 
phone companies in the same category 
as other utilities which are required 
under regulatory authority to extend 
their service when properly applied for. 


* *k * x 


tee report of a special committee 
of the Rhode Island senate, author- 
ized to investigate rates of the New Eng- 
land Telephone & Telegraph Com- 
pany, was characterized recently by Har- 
old A. Fasick, division manager of the 
company, as “misleading and not in ac- 
cordance with facts which were readily 
available to the committee if it wanted 
them.” 

In a partial report of its investigation, 
made to the senate and to Governor J. 
Howard McGrath, the committee 
charged the company with “wholly un- 


warranted discrimination” against Rhode 
Island subscribers and said “it is the 
duty of the legislature to correct” this 
alleged condition. Mr. Fasick said: 


The committee was empowered by the 
senate to investigate the company’s books 
to call witnesses, and to hold hearings for 
the purpose of getting all the facts. So far 
as the company knows, it did not do these 
things, and has, apparently, compiled its re. 
port on unreliable information. The ab- 
surdity of some of the conclusions will be 


apparent to telephone users in Rhode Island, @ 


The committee, which includes Sena- 
tor George D. Greenhalgh, Republican, 
Glocester, chairman ; Senator George H. 
Waring, Republican, Tiverton; and 
Senator Ambrose P. McCoy, Democrat, 
Pawtucket, said it would make addition- 
al reports to the general assembly “from 
time to time from a mass of data already 
collected and now in process of arrange- 
ment for presentation during the present 
session.” 

Mr. Fasick said the company was re- 
questing Senator Greenhalgh and Sena- 
tor Alfred G. Chaffee, Republican, Sci- 
tuate, counsel for the committee and 
author of the resolution authorizing the 
inquiry, to state the source of this data 
and to give the company “an opportunity 
to examine its correctness before it 1s 
released in subsequent reports.” 


. 2 SS 


ELEPHONE toll rates in Westchester 

county, New York, are based gen- 
erally on the airline distance between 
post offices, the New York Telephone 
Company said on February 5th in reply 
to charges of widespread “inequalities” 
in the Westchester rate structure. A reso- 
lution calling for a telephone rate inves- 
tigation is pending before the board of 
supervisors. 

“The schedule applying within the 
state,” the telephone company said, “pro- 
vides a rate of 10 cents for distances of 
8 miles or less. If the distance is over 8 
miles but not more than 16 miles, the 
rate is 15 cents, etc.” 


x* * * * 


HE Wisconsin Telephone Company 
on February 4th filed an application 
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WIRE AND WIRELESS COMMUNICATION 


with the state public service commission 
for permission to revise telephone rates 
inthe Madison exchange area, Manager 
Truman Thompson announced. Thomp- 
gon said the application was partly due 
tothe fact that a number of subscribers 
had brought proceedings to extend the 
base rate area westward but principally 
because the company has not earned a 
fair return on its investment in the Mad- 
ison exchange for many years. Earnings 
in 1941 were only 2.2 per cent on the 
book value and for more than a decade 
the return has been very much less than 
fair, he said. 

The company seeks to adopt a meas- 
ured rate for business telephones and pri- 
vate branch exchange trunks and to dis- 
continue unlimited service for those 
classes, 

A measured rate would cut the 
monthly cost for a considerable number 
of business customers, Thompson said. 
The initial monthly rate would be $4 
instead of the present rate of $6. 


*x* * *k x 


—— regulations covering ca- 
ble and radiotelephone communi- 
tations, including’ those used for all 
forms of business transactions, will be 
issued shortly, it was disclosed on high 
authority early this month. Those in a 
position to know declared that every ef- 
fort would be made to facilitate business 
transactions requiring use of these com- 
munications and avoid delay in transmis- 
sion of commercial messages. At pres- 
ent the proposed regulations are being 
studied by the Federal Communications 
Commission in order that they may con- 
form to the commission’s general regu- 
lations, 

So far, censorship officials have en- 
countered little or no difficulty in trans- 
mission of commercial messages out of 
the United States by business firms. The 
tules are being drawn up in order that 
businessmen and others who use the ca- 
ble and radiotelephone facilities will en- 
counter as little difficulty as possible. 

Censorship of cables and radiotele- 
phone communications will continue un- 
der the direction of Byron Price’s or- 
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ganization, in which Captain H. K. Fenn, 
USN, is chief cable censor. 

The new regulations probably will take 
on the following outline: 

Use of “test words” or those words 
used by banking houses in various na- 
tions to authenticate messages will be 
allowed. In other words, when a bank 
in the United States transmits a message 
to a London firm, the latter may be sure 
of the veracity of the message through 
use of the prearranged test word. 

Nine approved standard codes are al- 
lowed now for overseas communications. 
However, use of private codes is for- 
bidden along with those code words 
printed in private catalogues. Catalogue 
code words are forbidden because of 
their variety. 

Cable addresses, use of which is for- 
bidden at present, later will be author- 
ized when officials obtain a complete file 
of those in use, including foreign ad- 
dresses. 

Names of commodities should be men- 
tioned in cables. However, if it is neces- 
sary to conceal them, it will be possible 
to do so by sending a telegram to the cen- 
sor referring to the particular cable and 
including appropriate explanations. 


s for shipping information, officials 
say it is permissible to name a par- 
ticular cargo and the approximate time 
of its arrival, ¢. e., for example, “50,000 
tons of wheat arrive next week.” Use 
of the names of ships and ports of ar- 
rival, which in some cases have been re- 
vealed recently, will be entirely stopped. 
Officials explain that most firms doing 
any sizable amount of business will know 
the ports of arrival anyway. 

Also forbidden are cable or other com- 
munications to enemy countries or oc- 
cupied territories, except under special 
conditions. Patent lawyers report that 
during the last war they were allowed 
to communicate with persons in enemy 
countries in connection with patents in 
order that their rights would not lapse. 
Naturally, no communications will be al- 
lowed which would redound to the ad- 
vantage of the enemy country or indi- 
viduals in them. 
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Financial News 


Lone Star Gas Corporation 


| pee Star Gas, one of the largest nat- 
ural gas companies, was organized 
in 1926, acquiring a company of similar 
name and other properties. Additional 
interests have been acquired from time 
to time, including a 30 per cent equity 
in Northern Natural Gas Company, an 
important northern distributing com- 
pany. Two of the company’s officers and 
directors—Thomas B. Gregory and John 
M. Simpson—are on the board of Co- 
lumbia Gas & Electric. 

Lone Star is a holding company con- 
trolling practically all the common stock 
of Lone Star Gas Company and six 
other companies, which together com- 
prise the system. Operations are prin- 
cipally in Texas and Oklahoma. Among 
the 296 cities in which the system sells 
natural gas at retail are Dallas, Fort 
Worth, El Paso, Galveston, Waco, 
Wichita Falls (Texas), and Council 
Bluffs, Iowa. The total population 
served is about 1,600,000. 

Net income of the wholly controlled 
companies, and dividends paid to the 
parent company, were as follows in 
1940 (000 omitted) : 

Net Common 
Income Dividends 


$4,034 $2,700 
D213 tee 
300 


360 


Lone Star Gas Co. .... 
Lone Star Gasoline Co. 
‘Community Natural Gas 
Dallas Gas 

County Gas 

Council Bluffs Gas .... 
Guthrie Gas Service .. 
Texas Cities Gas 


D—Deficit. 


In addition to the common dividends 
received from its subsidiaries Lone Star 
drew interest income of $1,491,402 
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(principally from advances to subsid- 
iaries), and obtained about $854,000 
dividends from its holdings of Northern 
Natural Gas, together with some small 
miscellaneous income. Parent com- 
pany income in 1940 amounted to $5,- 
712,000, and after paying expenses, 
taxes, interest, etc., net amounted to $4,- 
500,049, equivalent to about 82 cents a 
share. Consolidated system earnings 
were $1.17 a share and dividends were 
70 cents. The consolidated earnings per 
share, dividend payments, and price 
range in the past decade have been as 
follows: 
Consol. 
Earnings : Price Range 
per share Dividends High Low 
-  $1.29* $.70 10 64 
1.17 70 
.98 .70 
88 .60 
1.14 60 
.60 
30 
We 3 


ste ee 
TOR2 5. AStT 
*Twelve months ended September 30th. 
+Stock dividend paid in convertible pref- 


erence stock, retired September 30, 1936. 
ttAlso preference stock dividend. 


Year 


oR the twelve months ended Septem- 

ber 30, 1941, Lone Star Gas’ earnings 
from gasoline jumped to $2,415,584 
compared with only $754,534 in the pre- 
vious period, indicating a rapid expan- 
sion of this part of the business. To- 
gether with Shamrock Oil & Gas Cor- 
poration, the company will erect a gaso- 
line and recycling plant in_ eastern 
Texas. Daily intake will be 30,000,000 
cubic feet, and recovery of gasoline will 
be by compression. 
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Revenues during the twelve months 
ended September 30th were $21,510,629, 
a gain of about 4 per cent over the pre- 
vious year. Purchased gas amounted to 
about 15 per cent of gross revenues. 
Maintenance, depreciation, and deple- 
tion in the period indicated totaled about 
$4,444,000 or about 21 per cent of gross 
revenues, excluding purchased gas. Fed- 
eral income taxes more than doubled in 
the twelve months’ period, and total 
taxes amounted to about 17.3 per cent of 
total revenues. 

During 1941 the company was able to 
effect a reduction in interest charges by 
retiring its $20,000,000 convertible de- 
benture 34 per cent bonds and refunding 
$6,200,000 outstanding bank notes, which 
was made possible through a $25,000,- 
000 loan from 8 banks at 2 per cent 
to 2} per cent. 

Despite the big gain in taxes and the 
increased charges for maintenance and 
depreciation, the company was able to re- 
port $1.29 per share earned on a system 
basis, as compared with $1.13 in the pre- 
vious period. 

The stock is currently selling on the 
curb at 84, to yield about 83 per cent. 


¥ 


Refunding Operations Slow 


Ta success of the Alabama Power 
offering was expected to expedite 
other refunding plans but for various 
reasons many large offerings registered 
with the SEC seem held up indefinitely. 
Prospects for consummation of the 
$120,000,000 Columbia Gas’ financing, 
long in registration, have been somewhat 
improved by the recent SEC approval of 
several steps in the system’s simplifica- 
tion plan, and completion of the Pan- 
handle Eastern Pipe Line financing 
program. 

The Florida Power & Light refunding 
program is reported held up by a differ- 
ence with the SEC over property values 
and future common dividend policies, 
with the absence of original cost studies 
as a possible obstacle. 

Public Service Company of Indiana’s 
$42,000,000 refunding plan, which en- 
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countered the bond market decline fol- 
lowing the Pearl Harbor disaster, might 
still prove difficult of completion under 
current market conditions. 

The Virginia Public Service securi- 
ties, also in registration, seem stymied by 
the difficulty of effecting the sale of com- 
mon stock at a price which would facili- 
tate the sale of other securities on the 
desired basis. 

Other issues in registration such as 
Pennsylvania Electric, West Texas Utili- 
ties, and Iowa Southern Utilities appear 
to have fair prospects. (The latter com- 
pany has, however, considerably reduced 
the size of its financing.) 

Atlantic City Electric Company 
(American Gas and Electric system) re- 
cently registered 62,000 shares of pre- 
ferred stock. Of this amount 49,000 are 
to be offered by competitive bidding, and 
the remaining 13,000 are reserved for an 
exchange offer to public holders of the 
present $6 preferred. 

United Gas Corporation has again had 
to defer its $75,000,000 refunding pro- 
gram due to Electric Bond and Share’s 
tear of litigation in connection with the 
possible readjustment of its interest in 
United Gas. However, the insurance 
companies interested in the deal agreed 
to a new extension (to February 16th) 
of their agreements for purchase of the 
bonds. 

An issue of $25,000,000 Common- 
wealth Edison first 3s due 1977, to be 
sold privately, has been authorized by 
the Illinois Commerce Commission; 
$21,000,000 will be used for plant im- 
provements. 


5 


Utility Rates versus Taxes 


HE New York Journal of Com- 

merce, in a leading editorial, has 
called attention to the probable need for 
increased utility rates (assuming that 
a further rise in taxes is imminent), in 
order to sustain the credit position of 
the operating utility companies during 
the war. The ICC, it was pointed out, re- 
cently granted an increase in passenger 
fares to offset higher wage costs. (On 
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the day after the editorial appeared, Con- 
solidated Edison announced the grant- 
ing of a $3,750,000 wage increase to its 
employees ; see also page 321.) 

As the Journal pointed out, the utili- 
ties have satisfactorily met the increased 
demand for electricity due to defense 
activity, but this increased business has 
not meant a proportionate increase in net 
earnings since industrial power is largely 
sold under contract at low rates. Resi- 
dential output, which carries the highest 
rates, will in future bear the brunt of 
restricting influences such as blackouts, 
priority restrictions, scarcity of elec- 
trical appliances, etc. 

Further tax increases, the Journal 
stated, might depress earnings below the 
“fair return” level for a number of utili- 
ties. In this connection it is possible that 
some attempt might be made to lower the 
definition of reasonable return from the 
traditional 6 per cent level, to 5 per cent 
or 4 per cent. The editorial concludes: 
“At a time when public utility equities 
sell in the neighborhood of ten times in- 


dicated earnings, a definition of fair re- 
turn as anything less than 6 per cent 
would fly in the face of reality. It would 
constitute a long step toward undermin- 
ing the credit position of this great in- 
dustry.” 


¥ 


Commonwealth & Southern 


usTIN R. Whiting, president of the 

Commonwealth & Southern Corpora- 
tion, announced recently that the Ten- 
nessee Valley Authority has served 
notice of cancellation of its contract for 
supplying 62,500 kilowatts to the south- 
ern utilities of the Commonwealth & 
Southern Corporation, to be effective at 
midnight on the 14th of August, 1943. 
Mr. Whiting pointed out that at the time 
the eighteen months’ cancellation provi- 
sion was written into the agreement in 
1939, eighteen months was considered a 
reasonable time within which to con- 
struct steam capacity to provide energy 
in place of that purchased. Now, because 
of the war, manufacturers require at 
least thirty months within which to de- 
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liver new facilities even if available, Mr. 
Whiting stated : 


Since the making of this contract it is for. 
tunate that these companies have completed 
construction and put into service 140,000 
kilowatts of steam-generating capacity. They 
have now under construction an additional 
220,000 kilowatts of generating capacity of 
which 180,000 kilowatts are scheduled for 
completion before the cancellation of this 
contract becomes operative. The remaining 
40,000 kilowatts of additional steam-gen- 
erating capacity will be put into servic¢ 
within a few months thereafter. 

Hydroelectric operations in this area, jn- 
cluding those of the TVA, have suffered 
from abnormally low water during the past 
year and our relations with the authority 
have been most cordial and fully codpera- 
tive. We have considered that the provi- 
sions of the contract providing for inter- 
change between the TVA and these com- 
panies whereby substantial savings to both 
parties resulting from the operation of 
steam economy and the salvage of what 
would otherwise be waste water are an im- 
portant feature of the relationship. We have 
under consideration at present the negotia- 
tion of the continuance of this arrangement 
for interchange so that these advantages 
may be preserved in the interests of the 
authority and these companies. 


v 
Sale of Union Electric Stock 


ILLON, Read & Co. is heading a na- 
tion-wide group to offer 2,695,000 
shares of the common stock of Union 
Electric Company of Missouri, repre- 
senting the entire holdings of North 
American Company (assuming that 
there is no objection to the offering by 
the SEC). The price to the public and 
the underwriting discounts or commis- 
sions were not fixed at this writing. 
The company was incorporated in 
1922, and one predecessor company 
dates back to 1881. With assets of about 
$216,000,000, it is the largest unit in the 
North American Company system, and 
the largest operating system in the Mis- 
sissippi valley. The company and its 
subsidiaries furnish electric service m 
St. Louis, portions of the adjacent area 
in Missouri, and in certain parts of Il- 
linois and Iowa. 
St. Louis is one of the more important 
defense areas and up to the end of 1%I 
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about $800,000,000 of war orders under 
primary contracts had been placed in the 
area served by the company, ranging 
from shoes, food products, and chemicals 
to airplanes, explosives, and bullets. 
Union Electric’s business expanded 
sharply last year. Gross increased 13 per 
cent to $39,538,150, from $34,984,845 in 
1940, and kilowatt-hour sales of elec- 
tricity exceeded those of the previous 
year by more than 20 per cent. 

As a result of last year’s refunding 
program, the company’s entire funded 
debt now consists of $80,000,000 first 
mortgage and collateral trust 38s due 
1971. 

There are also outstanding 130,000 
shares of $5 preferred stock and 150,000 
shares of $4.50 preferred stock. 


n1on Electric Company recently 
placed in operation a new 40,000- 
kilowatt steam generating station. Earlier 
operation of the new plant was planned 
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originally but it was delayed two months 
by the Allis-Chalmers strike at the be- 
ginning of last year. The new unit is 
large enough to operate six or eight huge 
tank manufacturing plants such as those 
Chrysler has in production. It is the first 
step in a 2-year program for increasing 
capacity about 30 per cent. Another unit 
of 40,000 kilowatts’ capacity will begin 
operation at the Venice plant in about 
two months, while a third of 80,000 kilo- 
watts is expected to be completed before 
the close of this year. 

According to President McAfee, 
“Union Electric is packing into a 2- or 
3-year construction program the regular 
necessary expansion of output capacity 
which had originally been planned for 
the next five or six years. When the war 
ends St. Louis will be well armed with 
adequate power and efficient, modern 
generating plants to resume its tradi- 
tional position in peace-time industrial 
effort.” 
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Recent 
Price 
About 
Boston Edison 24 
Commonwealth Edison 
Consolidated Edison of N. Y. .... 
Consolidated Gas of Balt. ........ 
Detroit Edison 
Pacific Gas & Electric 
Southern Calif. Edison 


Average 


Earnings in recent years have been as 
follows: 


Share 
Earnings 
$2.67* 
2.76 
2.78 
2.44 
3.11 
2.62 
2.46 
1.69 
177 
2.59 


Approx. 

Uv. 
$2.65 
2.50 
2.63 
2.30 
3.20 
2.55 
2.40 
1.60 
2.20 
3.00 


*Estimated. 


In the calendar year 1941 depreciation 
and maintenance were about 18 per cent 
of gross revenues, and in 1940 about 
19.6 per cent. These ratios compare with 
the usual 15 per cent requirement in bond 
indentures, 

In 1940 the average residential rate 
per kilowatt hour was 3.14 cents and the 
average residential use 1,107 kilowatt 
hours. The average for the entire elec- 
tric industry in 1940 was 3.84 cents and 
the use per customer 952 kilowatt hours. 

The above tabulation of the mar- 
ket position of some of the leading elec- 
tric power and light common stocks (for 
which there are quoted markets) may be 
of interest in connection with the current 
offering of Union Electric stock. 


¥ 
Consolidated Edison Pay 
Increase 


ie pe to the recent announcement 
of a pay rise of $3,750,000 granted 
to employees of Consolidated Edison 
FEB. 26, 1942 


Est. 
1941 
Earnings 
$2.25 


Approx. 
Price-earn. 
Ratio 


— nN 
Cio 
wuss 
ae 


— 
| eSa:1 Ep 
Nindom— pA 


‘oO 
oOo 


(resulting from arbitration of $7,000,000 
demands) : This figure, after deducting 
the estimated saving on Federal income 
taxes, would be equivalent to about 23 
cents a share on the common stock. If 
the 1942 income tax rate should be raised 
to 40 per cent, the net amount of the 
wage increase would be less than 20 
cents. If Consolidated Edison. should be- 
come subject to excess profits taxes 
(which seems unlikely) the net amount 
of the wage increase per share might be 
only about 9 cents a share. 

Deducting 23 cents from the 1941 
earnings of $2 would indicate a price- 
earnings ratio (at 13) of about 7.4, which 
compares with a general average for this 
class of utility of about 10. 

Recent dividend reductions by 
Brooklyn Edison Company and New 
York & Queens Electric Light & Power 
Company, two subsidiaries of Consoli- 
dated Edison Company, mean approxi- 
mately 15 cents a share on Edison com- 
mon stock on an annual basis. The 
Brooklyn concern cut its dividend for 
the first quarter of this year to $1.75 from 
$2 and the New York & Queens Com- 
pany did likewise. Brooklyn Edison had 
been paying dividends at the rate of $8 
annually since 1904. 

Charts presented in the annual report 
show that the 1941 tax bill was equal to 
$5.49 a share on Edison’s common stock 
compared with $2.90 in 1932; that it was 
equal to $1,842 for each active employee, 
to which level it had risen steadily from 
the 1932 figure of $720; that it amounted 
to $15.80 per meter against $8.76 ten 
years ago; and that it took 24 cents of 
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each dollar of revenue against only 14 
cents in 1932. 


> 


Santee-Cooper Project Operating 


HE $57,000,000 Federal-financed 
project known as Santee-Cooper is 
now in operation and furnishing power 
for an important new defense plant in 
South Carolina, erected by the Pitts- 
burgh Metallurgical Company. Other 
defense industries are expected to avail 
themselves of this new source of power. 
The Santee includes 2 man-made lakes 
covering 250 square miles. It required 
some 43,000,000 pounds of steel and 
400,000 cubic yards of concrete. The 
power project takes advantage of the 46- 
foot difference in water level between the 


Santee river and the Cooper river. 
There are four 40,000-horsepower tur- 
bines, one 13,300, and space for another 
of a larger size. The project was in- 
formally approved by President Roose- 
velt, in 1938 received the sanction of the 
Supreme Court, and was actually begun 
in June, 1939. 

Like a number of other public power 
projects Santee was partially designed as 
an aid to navigation, and will, it is 
claimed, (though some critics remain 
skeptical regarding the economic bene- 
fits) provide a new “economical” water 
route between Charleston and Columbia. 
An old canal, which linked Columbia 
with the coast from the time of George 
Washington up to about 1850, had some 
26 locks; the new route has a single 
chamber with probably the greatest “lift” 
in America. 
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What Others Think 


Power Industry Gets a Free Plug 


oo novel and quite interest- 
ing, in the way of advertising, is a 
series of articles which have been ap- 
pearing in The Saturday Evening Post 
under the sponsorship of Johns-Manville 
Corporation. Although these articles are 
paid for at regular advertising space 
rates by the Johns-Manville Corporation, 
they are in form and substance regular 
magazine pieces, original in thought and 
entertaining in execution. They are writ- 
ten by prominent professional writers. 
The most unique feature is that they do 
not attempt to sell or praise or even men- 
tion the products of Johns-Manville. 
(That name appears only for the neces- 
sary purpose of identifying the sponsor- 
ship of the advertisement.) Instead, this 
series of advertisements is devoted to a 
description of the accomplishments of 
other industries. 

The seventh of this Johns-Manville 
series is devoted to the electric power 
industry of the United States. It is en- 
titled “The Conquering Kilowatts,” and 
was written by Lowell Thomas, well- 
known author and radio commentator. 
It appeared in The Saturday Evening 
Post of January 24th. 

Mr. Thomas’ article starts off with 
the question, “How much power can 
America produce?” He tells us that right 
now our power capacity exceeds the 
combined capacity of the three major 
Axis powers. We have 55,000,000 kilo- 
watts and within another year 60,000,- 
000. We will have 64,000,000 by 1944. 
This is the equivalent of more than 700,- 
000,000 men working forty hours a 
week, fifty weeks a year. 


B% how does this American capac- 
ity compare with the requirements 
of the defense plants, as well as the 
normal civilian load? On this point Mr. 
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“Thomas quotes Colonel H. S. Bennion, 


managing director of the Edison Elec. 
tric Institute. Here is a passage from the 
Thomas article: 


“Speaking in general,” said the Colonel, 
“there are plenty of kilowatts for every pur- 
pose at the present time, despite the heavy 
defense loads we have taken on. 

“You see, the electric industry maintains 
in normal times a reserve generating capac- 
ity averaging about 35 per cent over normal 
requirements. This is a reservoir of power 
that can be tapped to meet extraordinary 
needs, 

“And there is still another reserve that 
can be utilized,” Colonel Bennion continued. 
“The ‘peak load’ is sustained for only about 
four hours a day. The other twenty hours 
we operate at only 45 per cent of total 
capacity. Merely by readjusting working 
hours in a certain percentage of factories, 
we could thus add another 10 per cent to 
the juice available without switching in a 
reserve generator or using any of our re- 
serve fuel.” 

“Have most of the additions in our power 
capacity been in Federal plants like TVA, 
Bonneville, and Grand Coulee?” I queried. 

“No. Those are big plants and they’re do- 
ing a swell job,” the Colonel replied, “but 
it’s our electric companies, operated under 
efficient American business management, 
who are responsible for carrying out the 
major part of our power preparedness pro- 
gram. All the Federal government power 
plants together supply only a little more than 
7 per cent of the nation’s power—municipal 
plants perhaps another 5 per cent. The great 
majority of power is generated by privately 
owned and financed companies. Perhaps ! 
should say publicly owned and financed, be- 
cause their stockholders are numbered in 
millions,” : 


The article goes on to say that the men 
in the power industry are doers, not talk- 
ers. They tell you casually about span- 
ning 50 or 100 miles of wilderness with 
a 25,000-kilowatt line to a new training 
camp or defense plant. But they wont 
speak about 18-hour days, of executives 
who don’t get home to dinner once 4 
week, of engineers who sleep on cots 
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beside drafting boards, or purchasing 
and material men who plead and wheedle 
to get supplies, and of surveyors, right- 
of-way men, diggers and bulldozers and 
linemen who clear the path, erect the 
towers, and keep the lines humming 
with power. 


MONG utility executives quoted by 
Lowell Thomas in his article were 
H. F. Smiddy of Electric Bond and 
Share, President F. W. Bird of Mon- 
tana Power, and President Kinsey Rob- 
incon of Washington Water Power. 
Bird pointed out that the integration of 
corporate structure has made possible 
the interconnection of once scattered in- 
dividual operating companies so that 
power can be spread or concentrated 
where it is required. Robinson spoke of 
an aluminum plant which burns up more 
power than the city of Spokane, which 
might for strategic reasons be spotted 
anywhere, making it necessary to bring 
up enough power to supply a whole city 
to a remote and unexpected location al- 
most overnight. 

Thomas also talked with holding com- 
pany heads. President E. L. Shea of 
North American, H. P. Liversidge of 
Philadelphia Electric, and a representa- 
tive of the American Gas & Electric. He 
got the same reaction of quiet confidence. 

Among the important defense jobs 
which Thomas dug up for passing in- 
spection were: An Army camp 100 miles 
outside of St. Louis which is scheduled 
to house 80,000 soldiers. A Philadelphia 
shipyard whose manager hopefully 
asked for power in thirty days and was 
told he could have it in thirty hours if 
he wanted it. A Louisiana Army camp 
for 40,000 soldiers which required a 
power line of 600 poles, 400,000 pounds 
of copper, thousands of insulators, hun- 
dreds of transformers, and two complete 
substations. The Army schedule hope- 
fully allowed ninety days. The power 
was delivered within seventy-five days. 

From Houston to Boston, Jacksonville 


to Chicago, San Diego to Seattle, the 
power needed by defense in any partic- 
ular spot has been delivered. Mr. 
Thomas concludes: 


In America all our defense demand, up to 
now, has been superimposed upon the 
normal, nondefense requirements of light 
and power. Utility men say that defense pro- 
duction can be greatly increased and still be 
handled without cutting the housholder’s 
lights or power for luxury items. But they 
foresee—and business indices already indi- 
cate—that defense production is bound to 
cut into nondefense work, which will lessen 
the civilian and commercial demand for cur- 
rent. This means that the strain on power 
resources will be in that degree lessened. 
“Either way,” said a power engineer, “the 
conquering kilowatts will march on.” 

For this quiet certainty that power will be 
adequate, the equipment companies are also 
responsible. They have accomplished literal 
miracles in supplying the tools of power 
production. And along with this job for 
the utilities, the electric powering of battle- 
ships, cruisers, airplane carriers for the 
Navy, and the electrification of merchant 
ships has been increased and speeded to a 
degree where only “miracle” is the word. 

If anybody wants to call me overoptimis- 
tic and overenthusiastic about America’s 
power plant, that’s their good American 
right of free speech. But I believe that the 
hardest boiled cynic, or even the dourest 
defeatist, confronted with the facts as I have 
found them, would have to concede that the 
intelligence, energy, and daring of private 
industry are doing a dynamic job of power 
production. 


N other words, Thomas found the 

electric industry prepared for nation- 
al defense. Electric power is now driving 
86 per cent of the factory wheels of 
America; nine-tenths of this power 
capacity was built and is operated by 
private enterprise seeking an opportu- 
nity for profit in the American way. It 
has developed new uses and new markets 
for power, new comforts and standards 
of living for Americans at increasing ef- 
ficiency and decreasing cost. If the out- 
come of our battle for democracy de- 
pends on power, the “conquering kilo- 
watts of democracy will light the blazing 
splendor of our Victory Parade.” 
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California Commission Breaks Ground on Utility 
Rationing Regulation 


HILE Federal agencies in Wash- 

ington ponder the difficulties of 
rationing public utility service in areas 
where the supply can no longer meet the 
full demand, state regulatory commis- 
sions have not been idle. Certainly among 
the most active in this field has been the 
California Railroad Commission. As 
early as last July the California commis- 
sion took forward-looking steps to pre- 
vent or alleviate natural gas shortages 
this winter. 

California is heavily dependent upon 
natural gas not only for domestic cook- 
ing and house heating, but also as an in- 
dustrial fuel. In the past, cold snaps and 
long winters have occasionally made the 
gas industry of California work over- 
time to produce and deliver enough sup- 
ply to meet all demands. With the rapid- 
ly increasing defense activity in Cali- 
fornia, the state commission foresaw that 
almost any kind of a winter would create 
an unprecedented gas supply problem in 
1941-1942. California has more natural 
gas customers than any other state and 
about one-fourth the total of the United 
States. 

The commission, furthermore, decided 
that where there is a temporary short- 
age, industrial consumers using large 
quantities under low-cost contract prices 
should be the first to be shut off in favor 
of domestic consumers who have no 
other ready means of heating their 
homes. Therefore, last July the Cali- 
fornia commission advised those on de- 
fense projects to provide for an alter- 
native oil supply or some other method 
of fuel stand-by. 


O* November 18, 1941, the California 
commission advised all telephone 
companies subject to its jurisdiction 
that it was “very much concerned that 
communication companies be fully pre- 
pared to do their full public duty in any 
emergency that may arise.” To this end 
it prepared a questionnaire reviewing 
steps taken by communications com- 


panies. The purpose of this was to as. 
semble information as a basis for fyr. 
ther regulation and advice for the utility 
companies affected. The form of this 
questionnaire was so complete that it 
might well serve (and probably did 
serve) as a model for similar informa- 
tion-gathering questionnaires sent out in 
other parts of the country. The details 
of it, together with a specimen of a typi- 
cal reply, are set forth in the accompany- 
ing pages of this issue. 

On November 27th the commission is- 
sued a formal opinion and order direct- 
ing gas companies to enforce strictly their 
gas shut-off rules (Pusiic Utizimes 
ForTNIGHTLY, December 18, 1941, page 
843). The gist of this order was that 
domestic consumers should be given 
prior claims on available natural gas— 
that industrial plants using “surplus” 
over home and commercial supply must 
shut off their gas when ordered. The 
commission further ordered gas com- 
panies to take no new “surplus” custom- 
ers (of the industrial class) unless such 
industrial users first set up stand-by fuel 
facilities. 

On December 10th, three days after 
Pearl Harbor, the commission instituted 
a general investigation requiring that gas, 
electric, telephone, and water utilities 
make “such revision of their filed rules 
and regulations governing the extension 
of their mains, lines, and service, and the 
conditions under which service is ren- 
dered to their customers, in order to per- 
mit them to comply with their duties and 
obligations under the national defense 
program.” 


B* means of an exhibit accompany- 
ing this order, announcing an it- 
vestigation into the operating responsi- 
bilities of the utilities during the war 
emergency, the commission provided 
that every utility should file within thirty 
days an emergency regulation. The text 
of this required regulation is in part 4s 
follows : 
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Consolidated News Features 


“WHERE WON’T THEY BE PUTTING A PHONE BOOTH NEXT!” 


... each rule or regulation of this utility now 
on file with the railroad commission respect- 
ing the making of service connections and 
extensions shall be taken as suspended or 
modified, except as to applicants for service 
who possess defense priority ratings, to the 
extent necessary to permit this utility to 
comply with all such national defense laws 
and orders, and until this emergency rule 
and regulation shall be amended by author- 
ity of the railroad commission of the state 
of California, this utility will to the extent 
of its ability furnish service to applicants 
not possessing priority ratings in the follow- 
ig order (italics supplied) : 

1. Service connections which can be made 

without a line extension. 
2. Line extensions and service connections 
with least material requirements. 
3. Line extensions and service connections 


that can be made within the free foot- 
age allowance. 

4. Without the specific approval of the 
railroad commission, no extension of fa- 
cilities or service connections will be 
made outside the existing service area 
of this utility, nor to any subdivision 
prior to building construction therein. 


On December 18th the California 
commission addressed a questionnaire to 
water utilities similar in spirit but some- 
what briefer in form than that which had 
been sent the telephone companies. In 
addition, the California commission’s 
telephone engineers have been making 
field inspections of service and consider- 
ing adequate 24-hour service for aircraft 
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interceptor control. The commission’s 
staff is engaged in several studies for the 
State Council of Defense, one of which 
comprises a statewide electric power re- 
quirement survey and a review of the 
effect of blackouts on power usage. 


CO= state commissions have been 
active in anticipating the difficult 
problem of rationing utility service. The 
Wisconsin commission, at this writing, 
had under advisement a petition of the 
Milwaukee Gas Light Company for legal 
authority to refuse demands for new or 
increased gas service until May 1, 1943. 
The company explained that its equip- 
ment is now being taxed to capacity— 
the presumption being that the priority 
situation would make it impossible for 
the company to engage in extensive ex- 
pansion of its facilities sufficient to sup- 
ply all demands indefinitely. 

“Until we expand or natural gas is 
made available we must conserve sup- 
plies,’ Bruno Rahn, president, ex- 


plained. The company’s program is to 


“freeze” the consumption of gas in Mil- 
waukee at about present levels. The Wis- 
consin commission has also aided the 
utilities of that state, somewhat indirect- 
ly, to concentrate on the critical prob- 
lems of operation during the present 
emergency by dismissing—perhaps for 
the duration—an investigation into de- 
preciation reserve requirements for the 
gas, electric, telephone, and water 
utilities. 

The Massachusetts commission took 
the same line a few weeks ago when it 
dismissed a complaint by the mayor of 
Lynn against the rates and service fur- 
nished by the New England Telephone 
& Telegraph Company. As a matter of 
fact, the unavoidable shortage of avail- 
able service in many areas by all kinds 
of utilities is creating a new opportunity 
for the state commissions to render an 
excellent regulatory service. This has al- 
ready been recognized within the utility 
industry. 


RECENT article in Telephony, jour- 
nal of the telephone industry, 
states in part: 
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It follows from this, that a local or zone 

rationing organization must be created. That 
is, unless the local telephone companies want 
to take the responsibility upon themselves 
for rationing telephone service. Generally 
speaking that would be unwise. 
_ And who is going to take over this local 
job? There are two ways it could be done: 
(1) by setting up a series of local zone or 
district monitors or boards under official 
Federal control; (2) by utilizing the exist. 
ing organizations of the state public service 
commissions, thereby functioning through 
state authority. 

The first course was followed, in an en- 
tirely different field of rationing, by the Of. 
fice of Price Administration with respect to 
the allocation of tires and new automobiles, 
OPA, as we all know, created a series of 
tire-rationing boards which operate under 
the control of, and are responsible directly 
to, a central board in Washington. But OPA 
had to take this course. There did not exist 
in the field any state or local agency capable 
of taking over rationing duties which would 
be analogous to the state public service com- 
missions in the field of rationing utility 
service. 

Furthermore, if the OPA organization 
pattern were followed in the field of admin- 
istering the rationing of utility service, it 
would mean superimposing an entirely new, 
expensive; and probably untrained hierarchy 
of Federal bureaucracy upon an existing 
regulatory set-up which has heretofore func- 
tioned very well. It would mean the diver- 
sion of many man hours from necessary de- 
fense and civilian service for the sole pur- 
pose of making out duplicate reports and 
figuring out jurisdictional boundaries. The 
net result would be the invention of one more 
boss for an industry which has enough 
bosses already, to say the least. 

The state commissions are on the ground. 
They are skilled and experienced in dealing 
with utility regulation. Service rationing 
would be a new phase of regulation. But 
they could handle it all right at much less 
expense to the taxpayer and to the com- 
panies, if it has to be done. 


The Telephony article went on to 
point to a similar opportunity for service 
by the National Association of Railroad 
and Utilities Commissioners. Here again 
it was pointed out there is already in ex- 
istence “centralizing machinery which is 
quite capable of taking over without hav- 
ing to run to the Federal government and 
ask Uncle Sam to do the job as a Fed- 
eral function.” The rdle of the NARUC 
would be to insure uniform practice be- 
tween the different state commissions 
through its appropriate committee. 
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QUESTIONS ON UTILITY DEFENSE PREPAREDNESS TAKEN FROM 
QUESTIONNAIRE OF CALIFORNIA RAILROAD COMMISSION 


Personnel : 

1, Have identification cards been provided 
for employees? 

2. Are all employees citizens of the United 
States? ; 

3. Have employees who are not citizens of 
the United States taken any action toward 
becoming citizens? ; 

4, Have any employees ever served, a foreign 
government in any capacity? ; 

5. Which employees are now affiliated with 
United States military organizations? 

6. What steps have been taken to provide 
reserve personnel to replace employees 
who may be called into active military 
service? 


Secrecy of Communications 


7.Have all employees been instructed re- 


garding the secrecy of communications? ’ 


8. What measures have been taken to pre- 
vent unauthorized access to facilities 
serving government and other important 
defense locations and are such facilities 
regularly inspected to make sure they are 
not being tampered with? 


Protection of Plant and Service 


9. What steps have been taken to insure that 
buildings, or sections of buildings (ex- 
cept public offices), are accessible to only 
duly authorized employees of the com- 
pany? 

10. Are guards required at principal central 
office buildings or other important offices? 

11. Have buildings been surveyed to deter- 
mine what, if any, additional measures 
are required for their physical protec- 
tion? 

12, Are cable vaults, power, battery, and 
equipment rooms properly safeguarded? 

13, Have steel grills or wire screening been 
provided for open windows, vents, and 
other building openings? eile 

14. = outside windows equipped with wire 
glass? : 

15. Have steps been taken to floodlight build- 
ings or provide outside lights to illumi- 
nate dark entrances and alleys? 

16. Have fences been erected around im- 
portant points? 

17. Have important underground manholes 
been locked or sealed? 

18.Have important cable terminals been 
protected from unauthorized access 

19, What other measures are being taken to 
protect outside plant facilities? 

. Does the central office have adequate fire 
protection, such as fire-fighting equip- 
ment, fire doors, fire-proof window shut- 
ters, etc.? 

21.Is all fire-fighting equipment in good 
working order? 
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22. Do all employees understand the oper- 
ation of the fire-fighting equipment? 
23. Are first-aid medical kits available? 


Dependability of Plant and Service 


24. What alternate methods of lighting are 
provided? 

25. What alternate sources of operating 
power and ringing current are available? 

26. In offices where the operator sleeps dur- 
ing night hours, are proper alarms pro- 
vided, and are these alarms in good, work- 
ing order? 

27. What alarm systems are provided from 
unattended dial offices to the operator 
central office? 

28. Are important toll and exchange cables 
under gas pressure and provided with 
alarm circuits to indicate trouble in the 
cable? 

29. What arrangements have been made for 
the provision of alternate exchange and 
toll routes? 

30. Is there a portable radio sending-receiv- 
ing set available for bridging gaps in toll 
or other facilities? If so, where is it 
located ? 

31. Is there a maintenance man always avail- 
able and do operators and others know 
how to contact him when he may be away 
from the office? 

32. Are emergency operators available? How 
may they be contact 


Restoration of Service 


33. What records are maintained in the cen- 
tral office building that are vital to prompt 
restoration of service? 

34. To what extent are these records dupli- 
cated at other points outside the build- 


ing? 

35. Do all employees in the central office 
know, in the event of an emergency, 
which are the vital records to be saved, 
and where they are located ? What specif- 
ic employees have been assigned the re- 
sponsibility of protecting these records? 

36. Who at this location would be in charge 
of service restoration in case of a major 
disaster? Alternate? 

37. Who has been assigned to survey the ex- 
tent of damage and report to the manage- 
ment? 

38. Where have employees been instructed 
to report, in case of a disaster outside 
normal working hours? What alternate 
location has been designated in case the 
first is inaccessible? 

39. What arrangements have been made to 
establish an emergency talking circuit to 
company headquarters, and who has 
assigned to this work? 

40. In case of the complete loss of the central 
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office, what plans have been made to re- 
store service? What location has been se- 
lected where an emergency switchboard 
may be installed? 

41. What plans have been made to provide 
for the connection of all vital exchange 
and toll lines at the emergency location? 

42. What power is available at the emer- 
gency location? 

43. Give a list of the vital service lines which 
are to be connected at this emergency 
location covering police and fire depart- 
ments, military services, hospitals, city 
officials, public utility companies, press, 
etc. State order of precedence in estab- 
lishing these services. 

44. What material and supplies will be re- 
quired to provide service at the emer- 
gency location? From where will this 
material be obtained ? 


Defense Organizations 

45.Is there a local organized civil defense 
or disaster preparedness organization or 
committee? 

46. Is the telephone company represented in 
this local defense organization? 

47. Has this defense organization contacted 
the company regarding the adequacy of 
facilities and service in the event of a 
disaster ? 

48. Are there any officially designated Army 
air alarm observation points in the area? 
How are these stations being served? 
What arrangements have been made to 
provide continuous service for such ob- 
servation stations in those cases where 
the exchange does not operate on a full 
24-hour-a-day basis? 


Present Facility Situation 
49. Are there adequate toll and exchange fa- 
cilities available? 


e 


50. How many orders for service are be- 
ing held because of insufficient facilities? 

51. Is it necessary to degrade present service 
or refuse new service of the higher grades 
due to lack of facilities? 

52. What is the order of precedence in the 
furnishing of service if there is a shortage 
of facilities? 

53. What material and supplies are being 
back-ordered by the supplier and what 
are the promises for delivery? 

54. Are there any sizeable temporary hous- 
ing developments in the area? Are thev 
equipped with standard or temporary 
telephone facilities? 

55. Has consideration been given to serving 
such temporary housing projects in a 
temporary manner as, for instance, on a 
public pay station basis should materials 
and supplies not be available to render 
service in a normal manner? 

56. Are all usable material and supplies being 
retained, such as removed station equip- 
ment, drop and line wire, poles, cables, 
etc., with the thought in mind that such 
supplies may be required at a later date 
due to the inability of securing new ma- 
terials? 

57. Does the exchange have on hand any ex- 
cess material and supplies (either new 
or used) that might be sold or traded to 
another company? 

58, If the California Independent Telephone 
Association or some other body would 
act as a clearing center for material and 
supplies would you cooperate in estab- 
lishing such a clearing center so that a 
company requiring certain supplies might 
be put in touch with another company 
which had such supplies available for 
sale, loan, or trade? 


SPECIMEN ANSWERS TO QUESTIONNAIRE OF CALIFORNIA RAILROAD 
COMMISSION ON UTILITY DEFENSE 


Personnel 

1. Identification cards are not necessary at 
present as all employees are known to 
one another. Should conditions change, 
cards may be provided. 

2. Citizenship status of each employee and 
his immediate family has been deter- 
mined. Of twenty persons employed, 
eighteen are citizens of the United States. 

3. The two employees who are not citizens 
have taken out their first citizenship 


papers. 

4. None of the employees has ever served a 
foreign government. 

5. One plant employee is a reserve officer in 
the Ordnance Department of the Army, 
and one is subject to selective service call. 
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6. Records are maintained of applicants for 
employment and ex-employees who are 
available for employment as required. It 
is believed that sufficient employees may 
be obtained from these sources to replace 
regular employees who may leave our 
service. 


Secrecy of Communications 

7. All employees understand that the secrecy 
of communications is governed by laws 
imposing punishment by fine and im- 
prisonment for violation. Notices regard- 
ing the subject are posted, in all operating 
buildings. : 

8. Distribution terminals in important build- 
ings, factories, and military and naval es- 


310 





WHAT OTHERS THINK 
























































©The Chicago Tribune 


THE NEW MEMBER 


tablishments are kept locked. Multiple 
appearances of vital service lines have 
been eliminated wherever practicable. 


Protection of Plant and Service 
9. Arrangements are in effect for keeping 


outside doors of operating buildings 
locked. Keys to such buildings are in the 
hands of certain designated employees 
only. Employees are identified before 
they are permitted to enter operating 
rooms, equipment room, etc. 

10. Until the emergency becomes more pro- 
nounced it does not appear necessary to 
station civil guards at the central office 
building. 

11. A survey has been made of all buildings 
with regard to their physical protection. 
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Additional locks were installed where re- 
quired and the number of persons having 
keys has been restricted. Grass and other 
readily combustible material have been 
cleared from around all buildings. Shrub- 
bery close to the building has either been 
removed or adequately trimmed. 

12. Doors to cable vaults, battery rooms, and 
auxiliary power rooms are kept closed 
and instructions issued to all employees 
_ access shall be limited to employees 
only. 

13. Heavy wire screening has been placed 
over all outside windows which may be 
opened and over all vents and skylights. 

14. Outside windows on the ground floor are 
equipped with wire glass. Upper-story 
windows are not so equipped. 
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15. Additional floodlighting for buildings has 
been provided at locations having insuf- 
ficient street lighting. 

16. Wire fences have been erected around the 
sides and back of unattended dial offices 
and around storage yards. 

17. Main central office manholes and other 
important manholes have been sealed in 
such manner as to require special tools 
to remove the cover. 

18. Certain terminal rooms in buildings are 
kept locked to prevent access by unau- 
thorized persons. 

19. Employees have been instructed to watch 
for evidence of tampering with facilities. 
At least one male employee is on duty at 
the central office building continuously. 

20. Fire extinguishers and fire-fighting as- 
bestos gloves are provided at strategic 
locations in the central office building. 
Fire doors are provided for the furnace 
room. 

21. Regular routine inspections are main- 
tained of all fire-fighting equipment. 

22. Instructions have been given all employees 
in the proper use of the fire-fighting 
equipment. Several fire drills have been 


e 

23. First-aid kits are kept in the central office 
buildings and employees instructed in 
rendering first aid. 


Dependability of Plant and Service 

24. Gas lights (commercial supply) and kero- 
sene lanterns are provided in the central 
office and terminal room for use if the 
regular source of commercial electric 
power is interrupted. Flashlights are 
available also. 

25. The central office is equipped with an 
emergency kerosene engine-driven gener- 
ator as an alternate source of operating 
power and ringing current. 

26. A loud-ringing gong has been provided 
to call the operator when she may be away 
from the switchboard. The alarm is tested 
each day. 

27. Unattended dial offices are equipped with 
alarm circuits to the operator office to 
indicate the opening of any outside door 
or window, power failure, ringing current 
failure, and battery-charging failure. 

28. The cables serving primary defense areas 
operate under gas pressure and are 
equipped with alarm circuits to indicate 
trouble. 

29. Alternate exchange routes are provided 
for vital defense projects. Toll circuits 
enter the central office from two different 
directions. In case one circuit group is out 
of service it is still possible to use the 
other group for communication outside 
the exchange. 

30. No portable radio sending and receiving 
set is located at this exchange, but ar- 
rangements have been made to borrow 
such equipment from the Blank Tele- 
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phone Company if it should be required, 

31. Maintenance personnel is subject to cal] 
at all times and persons on duty know at 
all times how and where to get in im- 
mediate touch with such maintenance em- 
ployees. 

32. A list of emergency operators and how 
and where they may be reached is pre. 
pared and posted in the operating room, 


Restoration of Service 

33. Records vital to the prompt restoration 
of service which are maintained in the 
central office are: cable books, assign- 
ment records, subscribers’ line cards, and 
toll circuit layout diagrams and records, 

34. None of these records is duplicated at any 
other point. 

35. All employees of the office have been 
instructed, as to the vital records to be 
saved in a disaster, time and hazard per- 
mitting. Due to the limited personnel at 
this point all employees are held respon- 
sible for protecting these records. 

36. The local wire chief will be in charge of 
plant activities in case of a disaster. In 
the event he is not available, an installer 
has been designated to assume charge un- 
til other supervision is available. 

7. The most competent employee available 
at the time will be designated to survey 
the extent of the damage. 

.In case of disaster, all employees have 
been instructed to report at their regular 
place of duty. In the event that place is 
inaccessible, they are to report at the 
garage located at 123 National avenue. 
If this point is inaccessible, the second 
alternate location is Police Headquarters. 

39. An installer will be dispatched to the 
nearest toll line with the necessary equip- 
ment and will establish a talking circuit 
to company headquarters. The wire chief 
is provided with magneto telephone sets, 
batteries, wires, and clips which are kept 
at his home for immediate use in estab- 
lishing such emergency circuit. 

40. In the event the central office is destroyed, 
plans have been made for the installation 
of a temporary switchboard at the emer- 
gency location, 123 National avenue. 
One of two presently installed PBX 
switchboards located in different parts of 
town would be removed from the sub- 
scriber’s premises and used temporarily 
as a central office switchboard. 

. Detailed plans have been prepared for 
the interception of vital exchange lines 
at the emergency location. These include 
plans for splicing through at the central 
office manhole to pick up lines not other- 
wise accessible, Toll lines are also acces- 
sible at this location and plans have been 
made for their termination on the emer- 
gency board. 

42. Commercial 110-volt, 60-cycle AC power 
is available at the emergency location. 
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In the event this has been interrupted, a 
mobile power generator unit is available 
from the Alpine exchange. Automobile 
storage batteries are available locally. 

43. Service will be provided the following 
vital locations in the order of precedence 
as listed: Police headquarters, fire de- 
partment, civil defense headquarters, na- 
tional hospital, city hall, power company, 
water company, gas company, and news- 
paper office. 

44, The following material would be re- 
quired to set up an emergency office. All 
of it could be provided locally: Switch- 
board, 200 feet 50 pair cable, batteries, 
20,000 feet of dropwire, magneto sets, 
and certain other miscellaneous supplies. 


Defense Organizations 

45.A local civil defense organization has 
been established under the leadership of 
the mayor of the city. 

46. The telephone company is represented in 
this organization by the manager. 

47. Tentative plans for providing communi- 
cation service in the event of a disaster 
have been discussed, with the local defense 
organization. 

48.Two officially designated Army air 
alarm stations are served from the local 
switchboard. These lines have been spe- 
cially designated and operators have 
been instructed in the proper procedure in 
handling calls from such stations. Con- 
tinuous 24-hour service is provided at 
this office. 


Present Facility Situation 
A survey indicates that sufficient spare 
facilities are available in all but one sec- 
tion of the community. This situation is 
being remedied by the installation of a 
new aerial cable in that vicinity. Adequate 
switchboard and other central office facil- 


ities are available. The ten toll circuits 
which terminate at this office are sufficient 
to care for the present and anticipated 
toll traffic. 

50. Three orders for service are being held 
because of lack of facilities in the loca- 
tion mentioned above. This situation will 
be remedied in the immediate future. 

51. Under the present line fill it is not neces- 
sary to degrade service. However, if the 
demand for service should increase at a 
very rapid rate such action may be neces- 


sary. 

52. No order of precedence has been estab- 
lished for furnishing service as it has been 
possible, up to the present, to meet serv- 
ice requirements as called for. 

53. No material is being back-ordered by the 
supplier at present. 

54. There is a temporary housing project now 
being constructed about one mile from 
the central office. It consists of 50 govern- 
ment-owned, 2-family houses which, as 
far as known at this time, will be razed 
or abandoned after the emergency. 

. Telephone service will be provided for 
residents of this project by means of 
public pay stations located at convenient 
points. No further service is contemplated 
in view of the limited facilities available 
at such.location and inability to provide 
additional outside plant facilities at this 
time. 

56. The practice of retaining all usable ma- 
terial for possible future use has been in 
effect for several months past. 

57. This company has 1,000 pounds of new 
No. 12 iron wire in stock which is not im- 
mediately required and which could be 
sold to another company. 

58. This company would be glad to codperate 
with other companies in establishing a 
clearing house for buying and selling ex- 
cess material and supplies. 





Complaining Customer Psychology 


oe was extenswe publicity when water from the Colo- 
rado river aqueduct was turned into mains of the Los 
Angeles metropolitan area last fall. Since then, many Los 
Angeles residents have complained variously of the taste, odor, 
and color of thewr new water. But, says puzzled Julian Hinds, 
not a drop of Colorado river water has entered Los Angeles 
city mains. It is all going to adjacent communities. 
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Pleasure Travel Faces Curb 


osEPH B. Eastman, director of defense 

transportation, told the. American Transit 
Association recently that restrictions must be 
placed upon the use of passenger transporta- 
tion facilities for nonessential purposes. Mr. 
Eastman spoke before a national war emer- 
gency conference of the American Transit 
Association, attended by more than six hun- 
dred executives of street railway and bus com- 
panies of this country and Canada. 

“Travel for mere pleasure or sight-seeing 
and the insatiable appetite of the public for 
all manner of conventions must be curbed and 
a within much narrower bounds,” he 
said. 

Widespread and very serious problems of 
local transportation have resulted from the 
steel and rubber shortages, which have dis- 
couraged the use and production of automo- 
biles; and the increased demand for local 
transport in order to carry thousands of work- 
men to the new war manufacturing plants. 

“Tt is a natural thought that much of this 
traffic can now be thrown back upon the rails, 
and in particular that the railroads can estab- 
lish extensive commutation service to and 
from great defense plants that are located 
within range of large urban centers,” Mr. 
Eastman said, but he warned that “the fact 
is that the railroads will have a very difficult 
passenger problem quite apart from any such 
new service.” 

Charles Gordon, New York, managing di- 
rector of the ATA, warned the convention 
that the nation’s municipal bus and street car 
lines must prepare for an increase of 6,000,- 
000,000 passengers in their annual load in 1943 
as thinning tires reduce automobile traffic. He 
said that 20 per cent of the nation’s present 
passenger cars would be taken off the high- 
ways this year because of rubber priorities 
and that “old age” would cause an additional 
4 per cent to be junked. 


FPC Study of Gas Rates 


|B henna of from 119 to 282 per cent 
between identical bills for the supply of 
“mixed” gas for cooking or heating to resi- 
dents of 24 cities were reported on February 
5th by the Federal Power Commission in a 
study of prices charged for gas service to 
residential customers in all cities of 50,000 
population and over in the United States. 


The March of 
Events 


The differences between identical bills among 
the 87 cities served with natural instead of 
mixed gas varied from 299 to 877 per cent, 
and between bills for manufactured gas from 
101 to 214 per cent. 

In Buffalo, New York, 10 therms of mixed 
gas costs 72 cents, as compared with $2.75 
charged in York, Pennsylvania; 25 therms 
cost $1.81, compared with $5 charged in East 
St. Louis, Illinois; and 35 therms cost $2.53, 
compared with $6.44 charged in Terre Haute, 
Indiana. 

For manufactured gas there were fairly 
wide differences. 


FPC Authorizes Purchase 


HE Federal Power Commission recently 
"T suthorueed the Montana-Dakota Utilities 
Company, Minneapolis, to acquire certain elec- 
tric facilities of the Mountain States Power 
Company in Forsyth, Montana, and within 
Custer and Rosebid counties and to issue $160,- 
000 of unsecured purchase money notes to 
consummate the transaction. 

Customers’ accounts receivable and mer- 
chandise held for resale on the date of ac- 
quisition will be added to the notes as the 
purchase price of the properties. 


REA Accused of Socialization 


HARGES that officials of the Rural Electri- 

fication Administration were using the 
war to forward “socialization of the public 
power industry” were made before a House 
Military Affairs subcommittee on February 
4th. Witnesses, including Representative Win- 
ter, Republican of Kansas, and Frank Wilkes, 
vice president of the Southwest Gas & Elec- 
tric Company, criticized a War Production 
Board order to permit the REA to build a 
line to transmit power to an Arkansas alumi- 
num plant as a “waste” of copper and other 
vital war materials. 

Wilkes, whose company is part of an ll- 
company private power pool that has a con- 
tract to supply the aluminum plant at Lake 
Catherine, Arkansas, with 65,000 kilowatts of 
power, declared that the private pool could 
supply all necessary electricity to operate the 
plant until the Defense Plant Corporation com- 
pleted construction of its own power facilities 
at Lake Catherine. ; 

He charged that REA officials met with 
Governor Atkins of Arkansas and with mem- 
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bers of the Arkansas delegation in Congress 
and gave them “a terrible browbeating” and 
told them that the REA would not go into 
Arkansas if they did not support the REA 


lan. 
. Wilkes and Winter cited the controversy 
in the Southwest between public and private 
power agencies and charged that the REA was 
using the war program as a “cloak” for build- 
ing facilities to compete for customers now 
served by private utilities. 

Wilkes said that the Arkansas case was 
just a sample of such activities, for which he 
blamed Deputy REA Administrators Robert 
B. Craig and Francis J. Sette. He described 
Administrator Harry Slattery as “a figure- 
head. 

Winter and Wilkes said that although pri- 
vate utilities offered more for power gener- 
ated at the Possum Kingdom dam in east 
Texas, the contract was awarded to REA. 
They said the plant “has been idle ever since.” 

J. A. Krug, War Production Board power 
chief, disagreed with the charge that building 
of a public power line from Oklahoma to 
the Arkansas plant would entail a waste of 
hundreds of thousands of pounds of vitally 
needed copper. Krug told the subcommittee he 
had approved priority ratings for an REA 
transmission line to convey power from the 
Pensacola dam to Lake Catherine, because he 
said it would provide 20,000 kilowatts of ca- 
pacity above a proposed private power trans- 
mission line. 

Krug said the WPB envisioned a completed 
integration of private and public power fa- 
cilities in the Southwest to meet power needs 
brought about by the war. 


Fare Cuts for Servicemen 


ENATOR Dennis Chavez, Democrat of New 
Mexico, on February 5th sought to reduce 
day coach railroad fares to members of the 
armed forces on authorized leaves or fur- 
loughs. He introduced a bill which also would 
authorize an Interstate Commerce Commis- 
sion investigation of the feasibility of fixing 
all passenger fares by railroads on a zone 
basis to establish “a simplified rate structure” 
and rates “low enough to encourage full utili- 
zation of the facilities of such railroads.” The 
commission would report January 4, 1943. 
On the first part of his measure, which 
would set the day coach rate at one-third of 
a cent a mile for “any member of the land or 
naval forces of the United States (including 
nurses and members of the Coast Guard)” 
on any railroad, the New Mexico Senator 
said “there are many soldiers and sailors who 
would like to spend a 10-day furlough with 
their parents, but are unable to do so because 
the $21 a month they receive won’t permit 
transportation one way, let alone round trip.” 
e present rate for day coach fares to 
members of the armed forces on furlough is 
1} cents a mile on round-trip tickets. That 
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rate is not subject to tax and was placed in 
effect by the railroads at the request of the 
War and Navy departments. 


Seeks Gas Export Permit 


HE Federal Power Commission announced 

on February 4th the receipt of an appli- 
cation from the Border Pipe Line Company, 
Houston, Texas, for authority to export 
natural gas from the San Salvador field in 
Hidalgo county, Texas, for use by the Ameri- 
can Smelting & Refining Company in its 
zinc smelter at Rosita, state of Coahuila, 
Mexico. 

The applicant proposed to sell the gas at 
the international boundary, 40 miles northwest 
of Laredo, Texas. 

The zinc company’s requirements were esti- 
mated at 10,000,000 cubic feet of gas a day, 
which, according to the application, would be 
sold under contract at the rate of 5 cents a 
thousand cubic feet. The commission said the 
applicant estimated that consummation of the 
arrangement would double production of zinc 
at the smelter. 


AGA Cuts Defense Group 


A 7-MAN committee on national defense has 
been appointed by the American Gas As- 
sociation to replace a group of forty-seven 
set up by the association in May, 1940, it was 
announced recently by George S. Hawley, 
president. 

Mr. Hawley, who will serve on the new 
committee ex-officio, said the group would 
function in an executive capacity in an emer- 
gency and would serve as a clearing house 
and codrdinating body for all defense ma- 
terial and in all activities of the association 
pertaining to the gas industry’s part in the 
war. All sectional committees of the associ- 
ation nandling specialized matters relating to 
the war will report to the new group, Mr. 
Hawley added. 

The committee will be headed by Ernest R. 
Acker, president of the Central Hudson Gas 
& Electric Corporation. Other members are 
Arthur F. Bridge, vice president of the South- 
ern Counties Gas Company, Los Angeles; 
Henry R. Cook, Jr., vice president of the Con- 
solidated Gas Electric Light & Power Com- 
pany of Baltimore; J. H. Gill, president of the 
United Gas Corporation; J. French Robinson, 
president of the East Ohio Gas Company; and 
Marcy L. Sperry, president of the Washington 
Gas Light Company. 


FPC Reports on Power Industry 


REPORT of the Federal Power Commission 
on the condition of the electric utility in- 
dustry at the beginning of 1941, which covers 
95 per cent of the privately owned electric 
utilities in the United States, shows that an- 
nual operating revenues had risen to $2,403,- 
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711,699, Of this amount, 98.4 per cent was 
derived from the sale of electric energy of 
138,190,224,000 kilowatt hours to an average 
number of 25,513,692 customers. 

The statement showed that during 1940 the 
companies served an average of 20,447,492 
residential or domestic customers, constituting 
80.1 per cent of the number of customers 
served. Revenues from these customers ag- 
gregated $741,917,409, or 30.9 per cent of total 
electric operating revenues, and were derived 
from the sale of 18,960,086,000 kilowatt hours, 
or 13.7 per cent of total kilowatt-hour sales. 
The average number of kilowatt hours sold a 
customer was 927; the average annual bill was 
$36.28; and the average revenue per kilowatt 
hour sold was 3.91 cents. 

Commercial and industrial sales, the com- 
mission report showed, were made to 3,772,628 
customers, comprising 14.8 per cent of all 
customers served; accounted for 75,926,075,- 
000, or 55 per cent of total kilowatt hours; 
and aggregated $1,208,198,234, or 50.2 per cent 
of operating revenues, The average annual 
number of kilowatt hours sold to a commer- 
cial and industrial customer was 20,126; the 
average annual bill was $320.25; and the av- 
erage revenue a kilowatt hour sold was 1.59 
cents. 

Other customer groups, including rural serv- 
ice, public street and highway lighting, other 
public authorities, railroads and railways, in- 
terdepartmental, etc., accounted for 5.1 per 
cent of total customers; 31.3 per cent of total 
kilowatt hours sold; and 17.3 per cent of total 
operating revenues. 


Floating Power Plants 


HE War Production Board has arranged 

for the building of four barges each car- 
rying an electric generating plant of 30,000 
kilowatts’ capacity, any one of them able to 
serve a city of 75,000 or more inhabitants, and 
capable of being moved throughout the na- 
tion’s inland waterways for emergency hook- 
ups. 

The project has been approved by the War 
Department and Defense Plant Corporation, 
which will arrange the financing of the “float- 
ing power.” 

The barges may be used separately or to- 
gether to provide a total of 120,000 kilowatts 
for immediate supplementary power supply in 
case of breakdowns, sabotage, or to meet sud- 


den and unusual power loads. Except for a 
small plant operating on a scow off the New 
England coast, water-borne power plants on 
a substantial scale have not been attempted in 
the past. 

The barges, to be 250 feet long, 50 feet wide, 
and drawing 9 feet of water, are contemplated 
for use on the Mississippi-Ohio-Missourj 
systems. 


Natural Gas Bill 


EB ipaag Senate late last month passed and sent 
to the White House a bill to require nat- 
ural gas companies to obtain a certificate 
from the Federal Power Commission before 
extending their service to any new areas, Pres- 
— Roosevelt signed the bill on February 


Under present law, companies must have 
certificates only when they propose to extend 
their business to markets already served by 
another company. Senator Wheeler, Demo- 
crat of Montana, said the bill would guard 
against possibilities of waste, and uneconomic 
and uncontrolled extensions. 


Communication Technicians 
Needed 


HE United States Civil Service Commis- 

sion last month announced examinations 
for two types of positions for persons experi- 
enced in communications work. The first is for 
telegraph operator, $1,800 a year, and the sec- 
ond for communications machine operator 
(multiplex, simplex, or teletype), $1,620 a 
year. The commission expects various gov- 
ernment agencies to make heavy demands 
upon the employment lists established as a 
result of these examinations. All appoint- 
ments will be made in Washington, D. C., and 
vicinity. 

No written test will be given but applicants 
will be rated on their experience and other 
qualifications. To qualify as telegraph opera- 
tor, applicants must have had at least two 
years of experience as operator on a govern- 
ment or commercial wire, and must be fast 
senders with either hand or bug. For com- 
munications machine operator, six months’ 
experience is required in the operation of a 
page or tape teletypewriter. Applications must 
be on file not later than March 3, 1942. 


Arizona 


Power Line Debated 


PETITION of the Tucson Gas, Electric 
Light & Power Company to extend its 
power line to Fort Huachuca was taken under 
advisement by the state corporation commis- 
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sion last month after arguments pro and con 
were made at a hearing. 

M. M. Bennett, manager of the Sulphur 
Springs Valley Electric Cnteesntion Inc., op- 
posed the move on the ground it would destroy 
the only incentive for bringing power from 
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Parker dam to southeastern Arizona. He also 
argued that the Tucson Company’s 20-year 
contract with the Army would cost $600,000 
more than if the power were furnished by 
the Bureau of Reclamation from the Parker 
Jant. 

Max Pooler, manager of the Tucson Com- 
pany, said a line would be built to the fort in 
ninety days to serve until Parker power is 
brought to the Tucson Gas, Electric Light & 


Power Co. system, expected in September. 

Bennett said that although it would take six 
months to bring Parker dam electricity to Fort 
Huachuca over lines from which civilian areas 
also could be served, his company and the 
Nogales utility could supply the Army post 
in the meantime. 

Pooler said the Army had signed a contract 
with the Tucson Company after considering 
the alternative suggested by Bennett. 


Arkansas 


Sour Gas to Be Used 


HE first large-scale use of Arkansas 

much publicized sour gas was indicated 
in the announcement on February 4th that the 
Arkansas Louisiana Gas Company has signed 
a contract with the Defense Plant Corporation 
to supply gas from south Arkansas fields for 
fuel in the aluminum plant near Bauxite and 
the aluminum plant at Lake Catherine. 

The gas will be desulphurized by the Arkan- 
sas Louisiana Company at a plant to be erected 
in Columbia county and will be furnished the 
war plants in a sweet state, R. W. Curran, 
Arkansas manager of the company, said. The 
contract involves the construction of approxi- 
mately 135 miles of main and branch lines and 
these, together with the desulphurization plant, 
will cost between $3,500,000 and $4,000,000, he 
said. The lines will have a daily capacity of 
61,000,000 cubic feet and delivery of the fuel 
is expected to begin by early fall, Mr. Curran 


said. Priorities for the lines and purifying 
plant have been obtained and construction 
work will start immediately, he said. 


New Plants Predicted 


— wo important new war industries appear 
assured for Arkansas and a third was ex- 
pected to be located in the state, C. H. Moses, 
president of the Arkansas Power & Light 
Company, told the board of directors of the 
company meeting in Little Rock late last 
month. 

Mr. Moses said defense officials were quick 
to recommend the industries for Arkansas 
when assured the power requirements for such 
plants could be supplied. The Southwest pow- 
er pool of eleven companies will have a total 
generating capacity of 1,500,000 kilowatts, 
with a connected load now of several hundred 
thousand kilowatts less, placing an adequate 
power supply in the pool’s territory, he said. 


California 


Raker Amendment on Ice 


 peeare Ickes of the Interior Depart- 
? ment urged the House Public Lands Com- 
mittee last month not to amend the Raker Act 
to permit San Francisco to sell Hetch Hetchy 
power to a private corporation. Courts have 
enjoined sale of power to the Pacific Gas and 
Electric ‘Company, effective next June 30th. 
Subsequently the committee virtually killed the 
amendment. 

_ The secretary said once Congress had shown 
it would not amend the act, he could sit down 
with the city’s representatives and determine 
what the next step would be. “San Francisco 
is by no means at the end of its rope,” Ickes 
said. “The city officials have come to the wail- 
ing wall without first rolling up their sleeves 
and really trying to get Hetch Hetchy power 
away from the Pacific Gas and Electric Com- 
pany. There are several avenues still open for 
legal sale of the power, in addition to the pos- 
sibility of an honest, vigorous bond election.” 


Natural Gas Curtailment 


POSSIBLE curtailment of natural gas in 

California was forecast this month by 
Justus Craemer, shortly after he was elected 
president of the state railroad commission. 
Craemer, who will head the commission 
throughout 1942, warned that “curtailment of 
the use of the private automobile may have 
its effect on natural gas production. Further 
consideration of that question gains immediate 
importance.” 

He explained that the same element used 
to make high octane gas is used to make syn- 
thetic rubber, and experiments for further de- 
velopment already are under way in the state 
of Texas. 

Most radical change in the commission’s 
policy, which already has been indicated, will 
be the reversal of the trend toward greater use 
of busses. Bus operation in the state increased 
60 per cent from 1940 to 1941. The trend now 
will be back toward rails to conserve rubber. 
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Rate Inquiry Ordered 


FORMAL investigation into the entire gas 
A rate structure of the vast Pacific Gas and 
Electric Company was ordered by the state 
railroad commission on January 28th. 

Carl C. Baker of the commission said the 
investigation would follow months of informal 
talks in which “an agreement with the com- 


pany has not been reached.” Commissioner 
Baker’s announcement said changes have oc- 
curred in the company’s extensive operations 
following the discovery of numerous oil and 
gas fields, including a dry natural gas field, 
Rio Vista. A variance has developed, he said, 
in the heating value per cubic foot of gas sup- 
plied the San Francisco bay area, and this af. 
fected consumer usage. 


District of Columbia 


Gas Heat Ban Sought 


A on the gas heating of all homes, com- 
mercial establishments, and industries 
erected in Washington after February Ist of 
this year was sought by Washington Gas Light 
Company officials as a war-time measure, it 
was disclosed recently. A petition to this ef- 
fect has been filed with the District of Colum- 
bia Public Utilities Commission, which, it was 
reported, planned to hold a public hearing be- 
fore granting its approval. 

Marcy L. Sperry, gas company president, 
said the purpose of the petition was to release 
for construction of armaments the materials 
which normally would be used for boilers, 
generators, and pipe lines. “Natural gas use 
for war purposes,” Sperry said, “has increased 
to such an extent that it has become impera- 
tive that all pipe-line increases be diverted to 
war industries.” He said present users of heat- 
ing gas faced no shortage. 


PUC Orders Investigation 


HE District of Columbia Public Utilities 
Commission on February 7th ordered an 
investigation of The North American Com- 
pany’s financial control over Washington's 
electric power and transportation utilities. 

In an order written by Chairman Gregory 
Hankin, with Commissioner Charles W. 
Kutz concurring, the commission stated it 
wants to know if the control is legal, and to 
what extent it was obtained * ‘with the knowl- 
edge or acquiescence” of District public utili- 
ties commissioners, 

An opinion prepared by Chairman Hankin 
cited the ownership by The North American 
Company “at one time” of almost 95 per cent 
of the common stock of the Washington Rail- 
way & Electric Company, which in turn owns 
all of the common stock of the Potomac Elec- 
tric Power Company and 51 per cent of the 
common stock of Capital Transit. 


Georgia 
Gas Workers Ready for 


Emergency 


Be six hundred and twenty-eight em- 
ployees of the Atlanta Gas Light Com- 
pany are mobilized for any emergency that 


Hitler’s bombers may bring, O. C. Waters, 
assistant to the president of the company, an- 
nounced recently. 

Realizing months ago the importance of 
being ready for whatever the war might bring, 
the gas company is now prepared—with every 


employee knowing exactly what to do and with 
piles of equipment for quick repairs stocked 
and labeled “for use in emergency only.” 

All the gas companies of the state are or- 
ganizing along the same lines as companies 
in London, Waters asserted, and added they 
have agreed to pool their resources so all can 
help if bombs do drop or if gas lines are 
sabotaged. 

The Atlanta Company even has gone to the 
extent of outfitting canteen trailers to feed 
their men at work in an emergency. 


Indiana 


Supply Pool Planned 


HE state public service commission was 
"ace reported to be considering an in- 
ventory of electric and telephone companies to 
form a pool of supplies for the use of all such 
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utilities. Frederick F. Eichhorn, chairman of 
the commission, said the same was being con- 
templated for transportation agencies, with 
an added study of possible elimination of 
overlapping routes for the sake of conserva- 
tion. 
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Pooling of supplies would mean quick re- 
pairs in case of emergency for those utilities 
which have low stocks, particularly small com- 
panies. A sleet storm, he pointed out, might 
wreck telephone and electric systems. 

Eichhorn said he intended to confer with 
priorities officials to learn whether an ex- 
change of equipment in such cases would be 
possible. In fact, application of the plan may 


depend on Federal authority. He said he 
would also confer with tire rationing author- 
ities to find out whether they would approve 
an interchange of tires among transportation 
groups if busses are to be denied tires. 

Eichhorn said the commission was disturbed 
by prospects of a shortage of transportation 
facilities especially as it would affect defense 
industries. 


Kansas 


Rates Checked at No Charge 


ESPONDING to questions by many Topeka 
business institutions which have been 
solicited by an out-of-state auditing firm, the 
state corporation commission announced re- 
cently that it would gladly check, free, any 
utility charges and would help any utility user 
determine the rates under which he should 
be charged. 
Because the rates are established by the state 
commission, utility rates are public informa- 
tion in Kansas. 


“No Kansas user has to bargain for utility 
rates. Like services are charged like rates,” a 
commission spokesman declared. 

An out-of-state rate firm charges a fixed 
minimum for its audits and does not guar- 
antee any refunds, rebates, or reduction in 
rates. Thus the chamber of commerce’s busi- 
ness protective service places the firm in the 
same category as other solicitors who collect 
in advance and do not guarantee any genuine 
benefits. 

Any information about utility rates or bill- 
ings is available free to users in Kansas. 


Kentucky 


REA Charges Expansion 


Blocked 


HE Kentucky Utilities Company was ac- 

cused on February 3rd of using its past 
record of friendliness to the Rural Electrifica- 
tion Administration as a weapon to block 
REA expansion through erection of a $4,000,- 
000 steam-generating plant and transmission 
system. 

The charge was made by Ernest L. Rush- 
mer, Washington, REA counsel, at a hearing 
before the state public service commission on 
application of REA to generate its own power 
for thirteen local codperatives in east Ken- 
tucky, 

The hearing on Feburary 3rd was on the 
utility’s opposition to the project. REA testi- 
mony for the project was heard December 
15th and 16th. Both sides would be given 
thirty days to file written arguments after the 
transcript of the February 3rd proceedings 
reach them. 


Clashes Mark TVA Bill 


AY attorney for the Kentucky Utilities 
Company drafted for the state public 
service commission a TVA enabling act sim- 
ilar to the bill submitted by the state commis- 
sion to the legislative council before the session 
started, Representative Henry Ward charged 
on February 4th before the house committee 
on public utilities. 
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The charge followed an attack on the TVA 
bill which Ward is sponsoring. The attack 
was made by John Kirtley, chairman of the 
commission, as “unwise, unhealthy, and un- 
a abdication of local authority to 

A.” 


Opponents of the bill have attacked it as 
“the beginning of the end” for private utilities 
in Kentucky, and as a special privilege bill for 
sole benefit of TVA. Representative Ward on 
February 3rd questioned opposing speakers 
closely and clashed with S. L. Blakely, Coving- 
ton, attorney for the Union Heat, Light & 
Power Company. 

Representative A. J. May, Democrat of 
Kentucky, charged in a speech before the 
House of Representatives in Washington re- 
cently that TVA funds are maintaining in 
Kentucky “the most vicious lobby that ever 
was fostered in any state.” Referring to the 
proposed TVA “enabling act,” May said, 
while speaking in opposition to a TVA-spon- 
sored measure for Congress to appropriate 
$30,000,000 for construction of Douglas dam 
in Tennessee: 

“Today in the Kentucky legislature there 
is the most vicious lobby that ever was fostered 
in any state, being paid out of the funds of 
the Tennessee Valley Authority, in an effort 
to override the will of the people of Kentucky 
and defy a court decision.” 

Governor Keen Johnson on February 6th 
repudiated the position taken against the act 
by Chairman Kirtley of the state commission. 
Official Frankfort immediately filled with spec- 
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ulation on Kirtley’s possible resignation, either 
at request of the governor or of his own voli- 
tion. Kirtley declined to comment on that 
point. 

The governor’s statement repudiating Kirt- 
ley’s stand against House Bill 146 was read 
in both the senate and house. It follows: 

“T have read the statement of the Hon. John 


Kirtley, chairman of the public service com- 
mission. I find one accurate statement in it 
and that is his assertion: ‘My statements and 
comments should not be taken by anyone as 
representing the views and position of the 
governor of the commonwealth of Kentucky! 
Mr. Kirtley is absolutely correct in that state. 
ment.” 


Louisiana 


Gas Proceedings Held Up 


T 7 actions in United States courts early 
this month had the effect of holding up 
proceedings by the state public service com- 
mission against the United Gas Pipe Line 
Company. 

A special court, composed of Judges Rufus 
E. Foster and Leon McCord of the United 
States Fifth Circuit Court of Appeals, and 
Judge Ben C. Dawkins of the United States 
District Court for the western district of 
Louisiana, cited the three members of the 
state commission, Wade O. Martin, John S. 
Patton, and Nat B. Knight, Jr., and the com- 
mission’s secretary, P. A. Frye, to show cause 
on February 13th why they should not be 
found guilty of contempt of court. 

The application for the contempt rule was 
filed by the Interstate Natural Gas Company, 
Inc., which alleged in its petition that the state 
commission violated a permanent injunction 
issued by Federal Court Judges Foster, 


McCord, and Dawkins on August 14, 1940, 

Judge Wayne G. Borah, in United States 
District Court for the eastern district of Lou- 
isiana, signed an order instructing the state 
commission to withdraw proceedings instituted 
by it against the United Gas Pipe Line Com- 
pany on January 29, 1942. 

In its application for contempt of court pro- 
ceedings against the commission, the Inter- 
state Natural Gas Company, Inc., referred to 
an injunction case brought by it against the 
state commission on May 30, 1939. Under date 
of June 14, 1937, the petition alleged, the state 
commission ordered the Interstate Natural Gas 
Company, Inc., to show why its rates should 
not be investigated and modified or reduced. 

The Interstate Company applied for an in- 
junction, contending that it is not a common 
carrier pipe line, that its business is a private 
enterprise, and that it is in no sense a public 
utility, and that 99% per cent of its gas was sold 
in interstate commerce. The special court up- 
held the company’s contentions. 


Se 
Maryland 


Spring Meeting 


HE spring meeting of The Maryland Utili- 
ties Association will be held at the Lord 
Baltimore hotel, Baltimore, on Friday, April 
17, 1942. The entire day will consist of a 
combined meeting of the gas, electric, and 


New 


State Faces Power Rationing 


Ew York state is faced with a “critical” 
shortage of electric power for war pro- 
duction industries which threatens power ra- 
tioning in up-state communities this year and 
in New York city in 1943, the State Power 
Authority said in its eleventh annual report, 
submitted on February 2nd to Governor Leh- 
man and the state legislature. 
In the five years from 1935 to 1940 the 
state’s power requirements increased 40 per 


transportation groups. Three speakers will ad- 
dress the morning session on the subjects of 
sabotage, priorities, and personnel. The after- 
noon session will be addressed by DeLoss 
Walker. 

Annual election of officers and directors will 
follow Mr. Walker’s address. 


York 


cent and generating capacity increased less 
than 3 per cent, the report asserted, adding 
that requirements had further increased since 
the declaration of war. It estimated that up- 
state New York would have a shortage of 
506,600 kilowatts by December. 

The report pictured an up-state power ra- 
tioning system under which there would 
regulation of the number and size of lights 
in private homes, use of radios, refrigerators, 
and other household appliances at certain 
hours, elimination of electric signs and store 
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window lights, curtailment of power for 
farms, blacking out of many street lights, and 
allocating of “off-peak” power to nonessen- 
tial industries and businesses. 

In New York city, according to the report, 
there is a temporary surplus of at least 300,- 
000 kilowatts, but transmission facilities are 
inadequate to make more than a small part 
of it available up-state and some 200,000 kilo- 
watts of generating capacity for the present 
are “stranded” in New York city. 

The report estimated that by 1943 or sooner, 
“New York state as a whole will experience 
a power shortage, since the up-state defi- 
ciency will be at least 350,000 kilowatts greater 
than the New York city surplus. A blackout 
of the ‘Great White Way’ and rationing of 
New York city consumers appears probable.” 

A prompt start on the St. Lawrence power 
project was urged. 


Fight Power Line Bill 


Te Republican majority in the state senate 
blocked immediate action on February 
3rd of a bill which would have paved the way 
for a war-time defense power line carrying 
current from New York city to the Massena 
aluminum plant on the St. Lawrence river. 

In a 2-hour debate, the Republicans based 
their opposition on the argument that in giving 
the Federal government an 8-mile right of way 
through state-owned lands for part of the 
Massena line they would be assigning too much 
of their legislative powers to the conservation 
commission, which would be the sole authority 
to authorize Federal defense construction on 
or through state lands. 

The Republicans in general protested they 
were in favor of granting all possible defense 
aid, but declared that the bill, which was 
sponsored by the conservation department, was 
too broad in scope; that the state defense coun- 
cil should determine whether a proposed Fed- 
eral project on or through state lands was a 
defense measure; and that the policy under- 
lying the bill was a typical philosophy of the 
New Deal bureaucracy, disguised as a defense 
measure and “wrapped in the American flag.” 


Seeks FPC Approval 


ee of the Cabot Gas Corpora- 
tion of Wellsville urged the Federal 
Power Commission early this month to ap- 
prove an application to sell the corporation’s 
property and franchises in Monroe county to 
the Rochester Gas & Electric Corporation, 
Rochester, for $100,000. 

W. F. Rideout, counsel for Cabot Gas, said 
the corporation desired to dispose of the prop- 
erty and franchises in Monroe county because 
of the decline in available supplies of natural 
gas. A net loss of $58,873 sustained during 
1940 and the possibility of future losses, he 
said, made uncertain the length of time Cabot 
Gas could continue to serve the towns of 
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Gates, Chili, Wheatland, and Greece in Mon- 
roe county. 

Mr. Rideout said the corporation’s applica- 
tion to sell had been approved by the New 
York State Public Service Commission pro- 
vided the transaction was consummated with- 
in sixty days from December 12, 1941, the 
date upon which the state agency approved 
the proposal. 


Gets Wage Increase 


A WAGE increase of $3,750,000 annually, be- 
lieved to be the largest increase ever to 
be obtained by labor from one company in 
New York city, was awarded on February 
5th to 30,000 employees of the Consolidated 
Edison system of New York. 

The award was made by Aaron Horvitz, im- 
partial member of a 7-man board of review, 
which had considered the case for a month. 
The increase granted represented a com- 
promise between the demands of the Brother- 
hood of Consolidated Edison Employees, an 
independent union, which asked $7,000,000 in 
wage rises and the company, which offered 
increases totaling $1,000,000. 

Union representatives dissented from de- 
cision and did not sign the award, but Mr. 
Horvitz said that it would be binding upon 
them anyway. Company officials said they be- 
lieved the award to be excessive but agreed 
to sign it to end the long-standing controversy. 

The brotherhood signed an agreement with 
the company on November 1, 1940, after it 
had won a collective bargaining election con- 
ducted by the National Labor Relations Board. 
The agreement was to last for three years, 
but it contained a provision that the wage 
sections might be reopened after one year. 
Consequently, last October, the union sub- 
mitted its demands. 


Legislature Rules Subway Fare 


Fe cagr General John J. Bennett, Jr., told 
the state legislature on February 2nd that 
it had full power to act in connection with 
the rate of the subway fare in New York 
city, despite the home rule provisions of the 
state Constitution. 

He made his ruling in response to a request 
from Speaker Heck of the assembly for an 
opinion as to whether bills pending before the 
legislature, requiring a referendum before 
the board of estimate can raise the subway 
fare, must have a request for passage from 
the local authorities, usually referred to as a 
“home rule message.” Such a request, under 
matters covered by the home rule amend- 
ment, must come from the mayor and city 
council, or two-thirds of the council without 
the mayor, and the bill requires a two-thirds 
vote in both houses of the legislature. 

Under the state attorney general’s opinion, 
this could be dispensed with. However, there 
was at that time no indication that the Re- 
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publican-controlled legislature would enact 
any of the referendum bills. It declined to put 
in a referendum provision when it gave the 
board of estimate full power over the fare 


two years ago. Bennett ruled the legislature 
could withdraw this grant of full power by a 
simple amendment to the Rapid Transit Law, 
in which that grant of power is now contained, 


® 
Ohio 


Ask Gas Rate Increase 


A 13 per cent increase in gas rates to domes- 
tic and commercial customers of East 
Ohio Gas Company, subsidiary of Standard 
Oil Company of New Jersey, was asked in a 
brief filed by the company with the state pub- 
lic utilities commission recently. The increase 
sought would boost the company’s charge per 
thousand cubic feet to 77.94 cents. 


Attacking the long-standing contention of 
the city of Cleveland that the gas rate should 
be only 55.2 cents, the company’s brief point- 
ed out that on the basis of the public utility 
commission’s findings at the time the 68,88- 
cent rate was authorized, a present rate of 
77.94 cents would be justified. Further, if cur- 
rent labor and material prices were consid- 
ered, the rate should be increased to 86.82 
cents, according to the brief. 


Pennsylvania 


To Cancel Lighting Contract 


Bmw Pittsburgh city council recently took 
preliminary steps to cancel its million dol- 
lar contract with the Duquesne Light Com- 
pany under which streets are lighted and 
many municipal activities powered. 


The move was led by Councilman Thomas 
J. Gallagher, who contended that the city 
should have a lower wholesale rate. The coun- 
cil’s finance committee instructed Works Di- 
rector Frank M. Roessing to notify the utility 
that the city desires to terminate the agree- 
ment. 


Tennessee 


Cities File Suit 


A JOINT suit filed in chancery court on Feb- 

ruary 5th by the cities of Nashville, 
Chattanooga, and Loudon seeks to recover the 
tax equivalent for 1941 paid by the Tennessee 
Valley Authority on property owned by TVA 
in the cities. Named as defendants in the suit 
were Robert W. Lowe, state comptroller; 
John W. Harton, state treasurer; and George 


F. McCanless, commissioner of finance and 
taxation. 

The petition seeks a declaratory judgment 
interpreting the duties of the state of Ten- 
nessee with respect to the proper distribution 
of ad valorem tax replacement money paid to 
the state by TVA on property taken over by 
TVA when it bought out the holdings of 
— & Soothers Corporation in 


Utah 


Power Pool Formed 


S75 to assure all of Utah an uninterrupted 
supply of electric power by forming a 
statewide interconnected pool for the duration 
of the war were taken recently at a meeting 
of officials of both privately owned and mu- 
nicipal power utilities in the board room of 
~ Utah Power & Light Company at Salt 
e. 

The session, called and presided over by 
George M. Gadsby, president of the ‘Utah 
Power & Light Company, was attended by 


representatives of seven municipal plants 
and four private companies. Proposed as a 
war-time mutual assistance program, the 
pooling plan was enthusiastically approved by 
all the participating officials and a Utah war 
emergency power board of nine members was 
appointed to work out details and put it into 
effect. The program contemplates not only ex- 
change of power in case of damage to one sys- 
tem, but a codperative arrangement whereby 
equipment and even personnel can be quickly 
transferred to meet promptly any war-time 
emergencies which might arise. 
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The Latest 
Utility Rulings 


State Commission Defers to War Authorities 
On Construction of Electrical Facilities 


HE Arkansas Department of Public 

Utilities disposed of an application 
by the Ark-La Electric Cooperative, 
Inc., for a certificate of convenience and 
necessity to construct, maintain, and 
operate an electric transmission line to 
serve an aluminum plant, to construct an 
electric generating plant, and to build 
necessary interconnecting transmission 
lines, on the basis of national defense 
needs. The commission said that there 
can be no higher public convenience and 
necessity than the defense of the country 
and the only questions which it should 
investigate should be whether the neces- 
sary power was available for transmis- 
sion and whether erection of the line in- 
volved unnecessary duplication of exist- 
ing facilities and an unnecessary use of 
copper, electrical apparatus, and other 
critical war materials. 

A consideration of the evidence indi- 
cated that a power pool of privately 
owned electrical utilities was available 
for furnishing the necessary service with 
a use of fewer war materials. The com- 
mission stated: 

If we felt free to exercise our own judg- 
ment in this matter the application for the 
construction of this line would be denied. 
Our judgment of the evidence is that the 
construction of this line and the use of the 
Grand River dam for the furnishing of firm 
power involves a waste of capacity, of cop- 
per, and of money, which should not be per- 
mitted at this time on the part of either pub- 
lic or private power interests. It is untimely, 
in this emergency, to encourage or permit 
either private utilities or public power groups 
to impose their desires so as to. menace the 
interests of the nation. It is possible that 
what might be proper in normal times could 
now be a crime. The construction of this 
line may also serve to settle and foreclose, 
through the decision of appointed bureau 
officials, the question as to whether, after the 
war, private utilities in Arkansas shall be 


) 
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regulated by publicly owned and subsidized 
competition. In our judgment this is a ques- 
tion which should be settled either by the 
state legislature or by the Congress. Either 
as voters or as legislators we might agree 
that proper regulation of the rates of 
privately owned utilities by administrative 
tribunals, both state and Federal, under the 
restrictions imposed by the present interpre- 
tation of the due process clause, is hopeless, 
and that it is therefore in the public interest 
that they should be regulated by publicly 
owned and subsidized competition. Some of 
the members of the department feel that this 
may be true, but it is our unanimous opinion 
that this is a question which should not be 
settled nor foreclosed in this manner, but 
should be passed upon only by a legislative 
body, elected by and responsible to the 
voters, and reflecting the will of all the peo- 
ple. It should not be settled by a bureau or 
commission, either state or Federal. 

However, the applicant has secured a con- 
tract from the Defense Plant Corporation to 
furnish some power to the aluminum plant. 
The authorities in Washington are charged 
with the duty of preparing the nation for 
war and of conducting that war. This de- 
partment will defer to the decision of the 
war authorities. A decision as to the issu- 
ance of the certificate for the proposed trans- 
mission line will be held up until the evidence 
taken on the hearing can be placed before 
these authorities. We shall send, as soon as 
possible, copies of the evidence so taken to 
the War Department, the Office of Produc- 
tion Management, and to the Supply Priori- 
ties Allocation Board so that those authori- 
ties may have before them all of the testi- 
mony brought out on both sides of the ques- 
tion. 

If, after having an opportunity to consider 
such evidence, said authorities, or that one 
of them having authority to decide such 
question, indicate to us that the construction 
of said line will be for the best interest of 
national defense, a certificate will be granted. 


The commission observed that the 
Arkansas statute provides that a foreign 
corporation doing business in Arkansas 
shall not use a corporate name such as 
that of the applicant. The commission 
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said it should prefer that the defense 
authorities should not order that this law 
be violated but if they do so order, the 
department does not consider it its func- 
tion to interfere. 

With reference to construction of a 
generating plant and transmission line, it 
was necessary to consider the availability 
of generating units. When asked to de- 
scribe units which were said to be avail- 
able, the answer had been made, without 
explanation, that the giving of this in- 


e 


formation would be contrary to the public 
interest. As to this plant, said the com- 
mission, it would not grant a permit for 
construction and operation unless the ap- 
plicant furnished in strict confidence, if 
it so desired, information as to the 
characteristics of these generating units 
and from whom they were to be obtained, 
so that the department might make its 
own investigation of their availability. 
Re Ark-La Electric Codperative, Inc. 
(Docket No. 526). 


Telephone Rate Investigation during War Time 
Not in the Public Interest 


A COMPLAINT by the mayor of the city 

of Lynn, Massachusetts, protesting 
against the service and the charges of the 
New England Telephone & Telegraph 
Company in that city, was dismissed by 
the Massachusetts Department of Pub- 
lic Utilities on the ground that an investi- 


gation of rates would not be in the public 
interest and that the question of dial tele- 
phone installation was a managerial mat- 
fer. 

The question was presented whether 
the rates of the New England Telephone 
& Telegraph Company should be in- 
vestigated on a statewide basis rather 
than investigated with respect to a 
particular city. It was noted that, with 
the exception of a few small towns, the 
company possesses a franchise right to 
serve the entire commonwealth, which it 
does by operating and furnishing ex- 
change and toll service. That service re- 
quires the maintenance and operation of 
a large number of central offices. Service 
is not of necessity identical in character 
in the various parts of the common- 
wealth, with the result that the rates vary 
in accordance with the classification of 
the exchanges into groups. It was said 
to be readily apparent that rates in Lynn 
could not be investigated without in- 
vestigating the company’s rate structure 
throughout the commonwealth. It was 
said that the very nature of the company’s 
operations under a statewide franchise 
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would require nothing less than a state- 
wide rate investigation, 

This led to the question whether a 
statewide rate investigation should be 
undertaken. Net operating income, ac- 
cording to report, gave the company a 
percentage on plant less depreciation re- 
serve of 6.20 per cent. Material and 
labor costs were mounting because of 
war conditions. The department said 
that the over-all earnings, as represented 
when considered in the light of immedi- 
ate increases in expenses made necessary 
by reason of war conditions, did not ap- 
pear to be excessive. 

Moreover, it was said, the department 
must be conscientiously alert to the dan- 
gers which could result from an untimely 
investigation. As stated by the depart- 
ment : 


Prior to the declarations of war, and since, 
the company has expended huge sums of 
moneys in a codperational effort to make in- 
telligently effective the plans of the United 
States government directed toward a suc- 
cessful and efficient conclusion of the war. 
The defense program and now the war effort 
require many additional facilities. The en- 
ergies and resources of the company are 
being used. Many of the company’s officials 
and employees whose services would 
needed immediately by the company, if a rate 
investigation were to begin, are engaged now 
in the solution of problems arising out 0 
war activities and at present they are de- 
voting practically all of their time and effort 
in that direction. 
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Reference was also made to the procla- 
mation by the governor urging coopera- 
tion in the war effort, and the department 
concluded with the statement : 


In our nation’s present crisis, the company 
is commendably and capably serving in a 


“capacity in the common endeavor.” More- 
over, the resources of the company are needed 
by the nation. It would not be in the public 
interest for us to intervene at this time. 


Mayor of Lynn v. New England Tele- 
phone & Telegraph Co. (DPU 6393). 


7 


State Cannot Order Interstate Natural Gas Connection 


n order of the Illinois commission 
which had been sustained by the 
state supreme court, in 39 PUR(NS) 11, 
was held by the United States Supreme 
Court to be invalid because it compelled 
a wholesale gas company moving natural 
gas interstate to supply local distributors. 
Congress, it was held, had given plenary 
authority to the Federal Power Commis- 
sion to regulate extensions of gas trans- 
portation facilities and their physical con- 
nections with those of distributors, as 
well as the sale of gas to them. Since no 
certificate of public convenience and 
necessity required by § 7 (c) of the 
Natural Gas Act had been granted to the 
wholesale company by the Federal com- 
mission for the proposed extensions and 
sale, the state commission was without 
power to order them. 

There seemed to be no question that 
the wholesale company and an interstate 
company from which it purchased its 
supply were engaged in interstate com- 
merce. 

Moreover, said the court, in such 
a transaction the particular point at which 
the title and custody of gas pass to the 
purchaser without arresting its move- 
ment to the intended destination does not 
affect the essential interstate nature of 
the business. 


It had been argued, however, that 
although the sale of the gas and its move- 
ment into the state were interstate, that 
commerce came to an end when the 
wholesale company reduced the gas 
pressure before its delivery into the serv- 
ice pipes of the distributor. The Supreme 
Court rejected this argument. 

Reference was made to cases in which 
state regulation of local distribution of 
gas had been permitted before the enact- 
ment of the Natural Gas Act. These, it 
seems, were not decided on the theory 
that interstate commerce had ended but 
that in the absence of Federal regulation, 
the state could act. The court said that, 
in the absence of any controlling act of 
Congress, it would now be faced with the 
question whether the interest of the state 
in the present regulation balanced against 
the effect of such control on the com- 
merce in its national aspects was a more 
reliable touchstone for ascertaining state 
power than the mechanical distinction on 
which the state authorities relied. There 
was, however, no necessity of making 
that choice because Congress by the 
Natural Gas Act had brought under na- 
tional control the very matters which the 
state had undertaken to regulate. Jilinois 
Natural Gas Co. v. Central Illinois Public 
Service Co. 


€ 


Materials for Construction of Extensions 
Under Priority Rules 


Byes of electric facilities, ac- 
Xs cording to substandard construc- 
tion, in an unincorporated area, was 
authorized by the California commission 
on application by the Pacific Gas and 
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Electric Company. Such extension 
would bring central station electric serv- 
ice to areas where such service was not 
available and, in full consideration of the 
advantages of such service and in view 
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of the investment to revenue relation- rate for such areas, the utility was author. 
ships, it appeared reasonable to grant the ized to include the extension within a 
authorization. The commission said, special rate area and to make such syr- 
however: charge. The investment to revenue rela- 
Because of the present limitations on the Soren ranged — = I to re 
supply of materials, occasioned by the eference was made to the probability 
needs of national defense, it is desirable that that there would be construction of sub- 
materials now held by the Pacific Company sequent extensions, and it was the 
for maintenance purposes should not be opinion of the commission that such ex- 
diverted to new construction but should be : de deri , ‘. 
held to assure the continuance of adequate tensions made during the next three years 
service to existing customers. Accordingly, should be constructed without charge to 
the supplies necessary for the construction the applicant, provided the investment to 
of the proposed extensions should be ob- +eyenue ratio does not exceed 8 to 1, and 
tained by application for an assignment of m , 
: ie. : that subsequent extensions constructed 
project priority ratings. 2 
after such a 3-year period should be 
Because the commission found that constructed in accordance with the then 
such extension of lines would be eco- existing general extension policy. Re 
nomically feasible only if a surcharge of Pacific Gas & Electric Co. (Decision No. 
334 per cent were added to the normal 34734, Application No, 22527). 


e 


Rate Ordinance Tested by Return on Investment 


HE Arkansas Department of Public pany could consult if it wanted to. No effort 
Utilities, in considering an appeal was made to show the cost to either’ the 


; ° Electric Bond and Share Company or the 
from an ordinance fixing rates for gas to Phoenix company of any service rendered by 


domestic and commercial customers in either of them to the Arkansas Company. 
the city of McGehee, considered original The Arkansas Company, through its own 


cost of construction and estimated cost > geri and emplogses, who were then om , 
i ee . e Phoenix company, did a 
of reconstruction, but gave “great weight the planning, bent all the Wall wad Gaal 


to original cost.” ereuc y the work. Every known cost incurred by = 
The property was built in 1929, a time anyone was paid by the Arkansas Company. — 
of high prices and wages. Owing to the PRs ey? fees ba ggg 7 So far - ee 
? "ua e record is concerned, the real owners 0 satis 

present emergency, said the pent ewe this property took money out of one pocket In ¢ 
it would probably cost more to build the and put it in another pocket and charged 
property now than it cost in 1929, if it this transaction up as a part of the cost of 
could now be built at all, which the com- construction. An effort has been made to exal 


ae: Sey show that these affiliates rendered some serv- pipe 
mission doubted, because, under priori ice of value and that that value may have : 


ties, materials for new construction are been as great as the fees paid, but we under- 
hard to get. The commission said that stand the law to be that there can be no inter- 
the public should not be required to pay company profit in such payments and there is 


nothing in the record from which any cost 
a return on any greater amount than that to the affiliate can be determined or from 


prudently invested in 1929. , which it can be found that the payments 
Certain fees paid to two affiliated com- were not all profit. So far as this record is 
panies were eliminated from original cost. concerned they cannot be regarded as part of 


; Ss - the investment. These payments were in 
It was said that the only specific service the nature of dividends. See Consolidated 


either company was shown to have Teleph. Co. v. Georgia Public Service Com- 
rendered was that they furnished a set of mission (US Dist Ct 1934) 2 PUR(NS) 
454, 


forms for the utility company to follow 


cons 


pr 


in keeping records of its cost. The com- In ascertaining what portion of the 
mission continued : company’s investment was now being de- 
Aside from that there was an organiza- Voted to the public service, the commis- 
tion in New York which the Arkansas Com-__ sion set up the depreciation reserve upon 
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the best evidence available in the record. 
It was said that it could not be determined 
what reserves had been set up. It could 
not be determined whether the company 
had set up too much or too little or 
whether its actions or failures to act were 
due to unwarranted dividends upon over- 
issues of securities or whether they were 
due to failure to secure proper prices. 
The commission added: 


Certainly, the action of the company in so 
keeping its records that neither it nor any- 
one else can determine what is the balance in 
the depreciation reserve on the McGehee 
property should not serve to enhance the 
value of the property now being employed in 
the public service. 


No separate allowance was made for 
going value, the commission stating that 
it was not attempting to establish a com- 
mercial value, but what it was doing was 
to determine a proper measure of the 
return to which the owners of the proper- 
ty were entitled for the use of the same 


e 


Reproduction Cost Valuations in War Time 


HE Arkansas Department of Public 

Utilities, in approving gas rates to 
industrial consumers, determined the 
rate base largely on the basis of reproduc- 
tion cost in view of inadequate and un- 
satisfactory figures as to original cost. 
In doing so the present emergency was 
considered in its relation to prices. For 
example, in connection with prices of 
pipe, the commission said : 


The prices used were those quoted at the 
present time. The quoted price for pipe has 
not changed materially since July 1, 1938. 
Up to the present emergency, however, cer- 
tain discounts on the quoted prices were 
available. Some of these discounts are not 
supposed to be available at the present time 
—at least, they are not quoted to people ask- 
ing for prices for estimating purposes. These 
discounts should be applied in estimating the 
cost of reproduction new. The general level, 
or plateau, of prices which was in effect for 
several years prior and up to the present 
emergency is a fairer basis of estimating the 
cost of reconstruction of a property which 
was actually constructed over a period of 
years beginning about 1916, than are the 
Prices prevailing during the present emer- 
gency. It would probably be impossible to 


over and above all of their proper ex- 
penses. 

That measure, said the commission, is 
the “value of what the owners have de- 
voted to public service.” 

A return of 6 per cent was allowed, 
although the commission found that 54 
per cent was a reasonable rate of return 
under present conditions. The commis- 
sion had used consumption for the year 
1940 in estimating the effect of the rate 
schedule, but the evidence indicated that 
1940 was an abnormally good year. If 
there had been competent evidence of ex- 
penses and consumption covering a long- 
er period on which a forecast of the 
future could be made, free from the effect 
of an extended cold season of 1940, the 
commission said it would use a rate of 
return of 54 per cent, but in order to 
make adjustment for this it used a rate 
of return of 6 per cent. Arkansas Power 
& Light Co. v. City of McGehee (Docket 
No. 435). 


construct the property now, because, unless 
priorities can be obtained, the pipe cannot be 
purchased. Priorities cannot be obtained for 
the construction of such a utility project as 
this. It is unfair to base rates on the esti- 
mated cost of now reconstructing property 
which cannot now be reconstructed. 


The commission excluded wells which 
had been exhausted, stated that original 
cost should be used in ascertaining the 
present value of a rapidly depleting asset 
(such as producing wells), allowed for 
working capital on the basis of a 30-day 
allowance for cost of gas purchased from 
nonaffiliates and a 45-day allowance of 
all other operating expenses, approved a 
6 per cent allowance for return (except 
allowing 6} per cent on certain produc- 
tion and transmission operations involv- 
ing heavy investment and uncertainties 
in development), and denied a separate 
allowance for going value. 

Equipment which is part of a well, 
said the commission, should be depleted 
along with the cost of drilling the well. 
The depletion base for present producing 
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leases and present producing wells, it 
was held further, should not be their 
original cost but should be the balance 


now remaining and undepleted out of 
their original cost. Re Twin City Pipe 
Line Co. et al. (Docket No. 467). 


e 


Other Important Rulings 


mA application by an intermediate hcld- 
ing company serving no useful pur- 
pose in the holding company system of 
which it was a part, proposing a plati to 
reduce its capital and make distribution 
to its stockholders of certain cash, was 
considered by the Securities and Ex- 
change Commission under the standards 
of §11(e), and it appearing that such 
transactions were fair and equitable to 
the persons affected, the plan was ap- 
proved. Re Kentucky Utilities Co. et al. 
(File No. 70-418, Release No. 3289). 


The Securities and Exchange Com- 
mission permitted an industrial subsidi- 
ary of a registered holding company to 
acquire a steamship, and to issue and sell 
securities to finance the acquisition, and 
approved the acquisition of the securi- 
ties by another subsidiary, reserving 
for future determination questions of 
corporate simplification. Re Maine Sea- 
board Paper Co. (File No. 70-472, Re- 
lease No. 3294). 


The California commission, in author- 
izing an increase in telephone rates, ad- 
justed valuation figures to exclude land 
and buildings jointly used by the com- 
pany and a third person and authorized 
a rate schedule which would result after 
giving effect to the Revenue Act of 1941 
in a return of 5.8 per cent on the his- 
torical cost 5 per cent sinking-fund basis. 
Re Exeter Telephone Co. Ltd. (Decision 
No. 34751, Application No. 24113). 


The Pennsylvania commission in 
rescinding an order canceling a permit 
of a contract carrier for failure to file 
rates stated that it might, in the exercise 
of its sound discretion, in proper cases 


excuse past violations of its rules and 
regulations and the Public Utility Law, 
and that the commission is empowered 
to rescind, revoke, or modify any of its 
orders upon due notice and opportunity 
for hearing given to the interested parties, 
Pennsylvania Public Utility Commis. 
sion v. Bryn Athyn Supply Co. (Applica- 
tion Docket No, 39882). 


The Securities and Exchange Com- 
mission permitted to become effective a 
declaration filed regarding the alteration 
of rights of a holder of preferred stock 
with respect to the declaration and pay- 
ment of a participating dividend, arising 
from a change in the basis on which such 
participating dividend was to be com- 
puted, where the parent corporation 
owning all of this stock had agreed toa 
compromise figure used as the basis in 
computing the participating dividend, 
and such alteration would not adversely 
affect the minority public holders of com- 
mon stock but rather would inure to their 
benefit. Re Panhandle Eastern Pipe Line 
Co. (File No. 70-447, Release No. 3299). 


The Securities and Exchange Com- 
mission granted exemption, pursuant to 
§6(b) of the Holding Company Act, 
for the issue and sale of serial notes by 
a subsidiary of a registered holding com- 
pany in connection with the acquisition 
of trolley coaches to be substituted for 
street cars. The commission imposed a 
condition that the subsidiary should not 
pay either principal or interest on de- 
mand notes payable to the parent com- 
pany until further order because of the 
necessity of conserving cash assets. Re 
Indiana Service Corp. (File No. 70-464, 
Release No. 3302). 


Nore.—The cases above referred to, where decided by courts or regulatory commissions, 
will be published in full or abstracted in Public Utilities Reports. 
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RE WISCONSIN MICHIGAN POWER CO. 


SECURITIES AND EXCHANGE COMMISSION 


Re Wisconsin Michigan Power Company 
et al. 


[File No. 70-432, Release No. 3226.] 


Dividends, § 6 — Restriction on payment — Condition as to acquisition — In- 


adequate cash working capital. 


An intermediate holding company which, on the basis of forecasts, will 
have inadequate cash working capital if it follows its present dividend 
policy should be required to give thirty days’ notice to the Securities and 
Exchange Commission before declaring any cash dividend on its common 
stock, as a condition of receiving authority to acquire stock of its sub- 
sidiary for cash pursuant to § 10 of the Holding Company Act, 15 USCA 


§ 79}. 


[December 22, 1941.] 


PPLICATION by subsidiary for exemption from provisions 
A of § 6 of the Holding Company Act, 15 USCA § 79f re- 
garding the issue and sale of notes and stocks and application by 
intermediate holding company regarding acquisition of such 

stocks; granted subject to dividend restrictions. 


APPEARANCES: Arthur J. Buswell, 
for the Public Utilities Division of 
the Commission; James D. Shaw, for 
Wisconsin Michigan Power Company 
and Wisconsin Electric Power Com- 
pany. 


By the ComMISSION: 


Description of Companies Involved 

Wisconsin Electric Power Compa- 
ny (“Wisconsin Electric”) is an oper- 
ating electric utility company as well 


as a holding company,’ having ac- 
quired from its parent, the North 
American Company, all of the out- 
standing common stock of Wisconsin 
Michigan Power Company (“Wiscon- 
sin Michigan”) and of Wisconsin Gas 
and Electric Company (“Wisconsin 
Gas”). (See Re Wisconsin Electric 
Power Co. Holding Company Act Re- 
lease No. 2950, Aug. 19, 1941.) The 
three companies, namely, Wisconsin 
Electric, Wisconsin Gas, and Wiscon- 
sin Michigan, sometimes will be re- 





| Wisconsin Electric claims exemption from 
the provisions of the Holding Company Act 
and the rules thereunder as a holding com- 
pany, on the ground that it and each of its sub- 
sidiary public utility companies are predom- 
inantly intrastate in character and carry on 
their business substantially in a single state 
(Wisconsin) in which Wisconsin Electric and 
[17] 
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each of such subsidiary public utility compa- 
nies are organized; and on the further ground 
that Wisconsin Electric is predominantly a 
public utility company whose operations as 
such do not extend beyond the state of Wis- 
consin in which Wisconsin Electric is organ- 
ized. 
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ferred to as the Wisconsin Electric 
Group of companies. The Milwaukee 
Electric Railway & Transport Com- 
pany (“Transport Company”) is a 
wholly owned subsidiary company of 
Wisconsin Electric. 

Wisconsin Electric provides electric 
service in a service area in Wiscon- 
sin which includes the city of Mil- 
waukee and which extends along the 
shore of Lake Michigan; the service 
area of Wisconsin Gas surrounds that 
of Wisconsin Electric, except in so 
far as Lake Michigan constitutes the 
eastern boundary of the service area 
of the latter company. Wisconsin 
Michigan serves electric energy in 
Michigan and Wisconsin. The elec- 
tric properties of these three compa- 
nies are operated in a manner designed 
to utilize the hydroelectric plants of 
Wisconsin Michigan to the economic 
advantage of all three companies and 
at the same time to protect that com- 
pany from power shortages in dry 
seasons by the utilitzation of the steam 
generating stations of Wisconsin Elec- 
tric. Wisconsin Gas produces less 
than 1 per cent of its total power re- 
quirements, substantially all of the 
remainder being purchased from Wis- 
consin Electric. These three compa- 
nies have the same management and 
have interlocking directors. 


Transport Company is engaged in 
street railway, trackless trolley, and 


motorbus business in the city of 
Milwaukee, its suburbs and in the sur- 
rounding district. 


The Proposed Transaction 


Wisconsin Michigan has filed an 
application under § 6(b) of the Pub- 
lic Utility Holding Company Act of 
1935 for exemption from the provi- 
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sions of § 6(a) of the act, 15 USCA 
§ 79f(b), (a). These sections are 
discussed below. The company pro- 
poses (a) to issue and sell, at par, to 
Wisconsin Electric 50,000 additional 
shares of its common stock having an 
ageregate par value of $1,000,000: 
and (b) to issue and sell to purchas- 
ing banks, namely, Central Hanover 
Bank and Trust Company, New York, 
New York, and Marshall & Isley 
Bank, Milwaukee, Wisconsin, $1, 
000,000 aggregate principal amount 
of unsecured promissory notes to be 
issued on or about December 22, 1941, 
bearing interest at the rate of 24 per 
cent per annum, and maturing in in- 
stalments of $200,000 on the anni- 
versary date thereof in each of the 
years 1944 to 1948, both inclusive. 
Wisconsin Electric has filed an ap- 
plication under § 10 of the Public 
Utility Holding Company Act of 1935, 
15 USCA § 79j (also discussed be- 
low), seeking approval of the acqui- 
sition by it for cash of the 50,000 
additional shares of common stock of 
Wisconsin Michigan, when and as 
issued and delivered by the latter com- 
pany prior to December 31, 1942. 


Issue and Sale of Securities 


Section 6(b), under which exemp- 
tion is sought for the securities to be 
issued by Wisconsin Michigan, pro- 
vides that we shall exempt from the 
provisions of § 6(a), subject to such 
terms and conditions as we deem ap- 
propriate in the public interest or for 
the protection of investors or con- 
sumers, the issue or sale of any s¢- 
curity— 

“by any subsidiary company of 4 
registered holding company, if the is- 
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sue and sale of such security are sole- 
ly for the purpose of financing the 
business of such subsidiary company 
and have been expressly authorized by 
the state Commission of the state in 
which such subsidiary company is or- 
ganized and doing business. , 


1. Approval by State Commissions 


Wisconsin Michigan is a Wisconsin 
corporation doing business in both 
Wisconsin and Michigan. The Pub- 
lic Service Commission of each state 
has authorized the issue and sale of 
the aforementioned notes and com- 
mon stock. On other occasions we 
have granted § 6(b) exemptions where 
the applicant operates in two or more 
states including the state of incorpora- 
tion, and the issuance and sale of the 
securities was authorized by the state 
Commission of each state. The Wis- 
consin Commission also, by order, ap- 
proved the acquisition of the common 
stock by Wisconsin Electric which is 
organized in Wisconsin and does busi- 
ness only in that state. 


2. Use of the Proceeds—Construction 
Program 


The proceeds from the sale of the 
notes and the common stock will be 
used by Wisconsin Michigan to finance 
extensions, additions, and improve- 
ments to its utility plant, and to reim- 
burse its treasury for expenditures 
made in the course of this plant ex- 
pansion program. 

Wisconsin Michigan has under- 
taken the construction of a new 15,000 
kilovolt-ampere hydroelectric develop- 
ment, located at Peavy Falls, Michi- 
gan, which, it is estimated, will have 
an annual production of 42,000,000 
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kilowatt hours. The cost of the pro- 
posed plant is estimated at $1,750,000 
or about $116 per kilovolt-ampere. 
The construction includes a new trans- 
mission line and other facilities and 
the aggregate cost is estimated to ex- 
ceed $2,310,000. 

The Wisconsin Electric group of 
companies has undertaken a $26,700,- 
000 construction program through 
1943. It was testified that of this 
large construction program (exclud- 
ing the $4,000,000 raised by Wiscon- 
sin Electric through extending the 
maturity dates on certain of its notes ) 
only $2,000,000 is required to be 
raised by financing and of this only 
$1,000,000 from outside sources; the 
three companies generating the bal- 
ance from their own resources. 


3. Terms and Conditions 


The issue and sale of the notes and 
common stock by Wisconsin Michi- 
gan has been authorized “by the state 
Commission of the state in which such 
subsidiary company is organized and 
doing business” and is “solely for the 
purpose of financing the business of 
such subsidiary company.” There- 
fore, the requirements of § 6(b) are 
met, and the only question remaining 
in connection with the application of 
that company is, what, if any, terms 
and conditions we deem “appropriate 
in the public interest or for the pro- 
tection of investors or consumers.”’ 
We thus turn to the consideration of 
the financial condition of Wisconsin 
Michigan. 


A. Balance Sheet Items 


The actual and pro forma capitaliza- 
tion of Wisconsin Michigan, the di- 
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rect issuer of the securities, is as fol- 
lows: 


Actual as at September 30, 1941 


First mortgage bonds, 32% series, due 1961 $12,500,000.00 


24% Unsecured promissory notes* 
24% Unsecured promissory notes 


Total Bonds and Notes 
Preferred stock, 44% series 
Common stock 
Surplus : 

Capital 
Earned 


$23,899,820.72 


$12,980,000.00 
$4,000,000.00 
6,000,000.00 


Commission submitted a report on its 
examination of Wisconsin Michigan’ 


Pro Forma 

% of % of 
Total Amount Total 
52.30 $12,500,000.00 48.2 
480,000.00 2.01 480, 000.00 1.85 
1,000, ‘000. 00 3.86 


$13,980,000.00 5397 
$4,000,000.00 


15.45 
7,000,000.00 27.05 


Amount 


54.31 
16.74 
25.10 


2.53 
1.32 


100.00 


604,093.33 2.33 
315,727.39 1.22 


$25,899,820.72 


604,093.33 
315,727.39 


100.00 


*Includes instalment of $140,000 due December 12, 1941. 


The property and plant account of 
Wisconsin Michigan (including in- 
tangibles of $562,070 of which $556,- 
668 represents going concern value) 
as at September 30, 1941, amounted 
to $27,970,645. The company’s re- 
serve for depreciation and retirement 
as at the same date was $4,214,316 
leaving a net book depreciated prop- 
erty and plant of $23,756,329. The 
net book property and plant is com- 
puted without any adjustments to the 
property and plant accounts with re- 
gard to amounts therein which may 
ultimately reach Accounts 100.5 and 
107.2. The record indicates that the 
amount in the property and plant ac- 
count which may ultimately reach these 
accounts is not definitely known. 

In August, 1941, the Federal Power 


records and other data relative to orig- 
inal cost of electric plant, which re- 
port indicated that the carrying value 
of such property as at January 1, 1937, 
was $2,287,618.66 in excess of “orig- 
inal cost.” The report contained the 
recommendation that this amount be 
accounted for by charge to: Electric 
Plant Acquisition Adjustments ac- 
count, $440,138.89; Electric Plant 
Adjustments account, $1,737,329.59; 
Reserve for Depreciation and Retire- 
ment of Property and Plant, $65, 
899.73; and Earned Surplus, $44, 
250.45. It was testified that adjusted 
to June 30, 1941, the Federal Power 
Commission report would indicate 
that the carrying value of Wisconsin 
Michigan’s property and plant ex- 
ceeded the original cost thereof by 





2The nature of the items included in the 
above-stated accounts is explained by the fol- 
lowing excerpts from the text of such ac- 
counts appearing in the Uniform System of 
Accounts prescribed by the Federal Power 
Commission : 


“100.5 Electric Plant Acquisition Adjustments 

“A, This account shall include the differ- 
ence between (a) the cost to the accounting 
utility of electric plant acquired as an op- 
erating unit or system by purchase, merger, 
consolidation, liquidation, or otherwise, and 
(b) the original cost, estimated if not known, 
of such property, less the amount, or amounts, 
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which may be credited to the depreciation 
and amortization of the accounting utility at 
the time of acquisition with respect to such 
property. 
“107 Electric Plant Adjustments 

“A. This account shall include the difference 
between the original cost, estimated if not 
known, and the book cost of electric plant, 
at the effective date of the system of accounts, 
to the extent that such difference is not prop- 
erly includible in Account 100.5, Electric Plant 
Adjustments. | Write-ups of electric plant 
prior to the effective date of the system of ac- 
counts shall be recorded herein.” 
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$1,570,672; this sum is arrived at by 
a charge of $1,874,328 to Account 


Actual as at August 31, 1941 
Amount 

$78,269,000 

13,280,000 

$91,549,000 54.8 

~ $38,052,300 

$26,609,280 15.9 


$8,478,940 5.08 
2,222,315 1.33 


Bonded debt 


Total Long term debt 
Preferred stock 


Common stock 
Surplus 


Total Surplus 
Total Capitalization 


107, and an offsetting credit in the 
amount of $303,656 to Account 100.5, 
representing the amount by which cer- 
tain properties were purchased at less 
than the original cost of such prop- 
erties. 

It was testified that Wisconsin 
Michigan had found that the carrying 
value of its property, as of that date, 
was in excess of “original cost” by an 
amount of $420,052.66. It was fur- 
ther testified that, by reason of cer- 
tain acquisitions and adjustments sub- 
sequent to January 1, 1937, Wisconsin 
Michigan believes that the “original 
cost” of its property, as adjusted to 
June 30, 1941, exceeds the carrying 
value thereof by $296,893.75. Dis- 
cussions are now being held between 
representatives of Federal Power 
Commission and Wisconsin Michigan 
for the purpose of adjusting these 
conflicting claims. 

The actual and pro forma capitali- 
zation of Wisconsin Electric, the par- 


$10,701,255 6.5 
$166,911,835 


ent of Wisconsin Michigan, on a con- 
solidated basis, is as follows: 
Pro Forma 


0 O % of 
Total Amount Total 


46.9 $78,269,000 46.3 
7.9 14,280,000 8.5 


$92,549,000 54.8 
$38,052,300 22.5 
$27,609,280 16.3 


$8,478,940 5.08 
2,222,315 1.33 


$10,701,255 6.4 
$168,911,835 100.0 


The property and plant account of 
Wisconsin Electric and_ subsidiary 
companies as at August 31, 1941, ona 
consolidated basis amounted to $169,- 
167,076; the reserve for depreciation 
and retirements was $42,659,732, 
leaving a net consolidated property 
and plant account of $126,507,344; 
Wisconsin Electric’s total consolidated 
net bonded assets plus net current as- 
sets? amounted to $145,126,311 while 
the net total consolidated assets were 
$163,115,972. 


B. Ratios 


Wisconsin Michigan’s $12,840,000 
of long-term debt is 54.7 per cent of 
depreciated property and plant while 
the long-term debt and preferred stock 
of $16,840,000 is 71.4 per cent. 
After Wisconsin Michigan’s issuance 
of the $1,000,000 note, the long-term 
debt is 58.3 per cent of depreciated 
property and plant while its long-term 
debt and preferred stock is 75.1 per 


22.8 


100.0 





3The net bonded assets consist of net prop- 
erty and plant, plus the bonds of Transport 
ompany presently outstanding in the principal 
amount of $9,700,000; these Transport Com- 
pany bonds are pledged under the mortgage 
of Wisconsin Electric. Net bonded assets do 
not include any value assigned to the stock of 


Transport Company, carried on the books of 
Wisconsin Electric in the amount of approxi- 
mately $18,000,000. (See Re Wisconsin Elec- 
tric Power Co. Holding Company Act Release 
No. 2950.) Net current assets are as of April 
30, 1941, the latest reported figures. 
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cent thereof and 68.4 per cent after 
the completion of the $2,310,000 con- 
struction program. These ratios are 
without any adjustment to the prop- 
erty and plant account with regard to 
the possible amount therein which may 
ultimately reach Accounts 100.5 and 
107 and without regard to intangibles 
therein. 

On a consolidated basis as at August 
31, 1941, the ratio of Wisconsin Elec- 
tric’s total debt to bonded assets*® plus 
net current assets was 63.08 per cent; 
its total debt and preferred stock to 
bonded assets plus net current assets 
was 89.3 per cent while to net total 
assets (which includes the stock of 
Transport Company at the carrying 
value thereof on the books of Wiscon- 
sin Electric) was 79.45 per cent. 

If no additional senior securities 
are issued, the property coverage ra- 
tios will improve in the future. As 
hereinbefore mentioned, the Wiscon- 
sin Electric group of companies have 
undertaken a $26,700,000 construc- 


tion program, and no additional f- 
nancing is foreseen by the companies 
to take care of the proposed construc. 
tion program.* The notes of the com. 
panies if paid as provided therein will 
be paid off by 1951 and no extension 
of the maturity dates is foreseen by 
the companies. The indenture secur- 
ing the 34 per cent bonds of Wiscon- 
sin Electric has a sinking-fund pro- 
vision which provides for payments 
in each of the years 1949 to 1967, both 
inclusive, of 14 per cent of the aggre- 
gate principal amount of such bonds 
theretofore issued. 


C. Cash Position of Wisconsin 
Michigan 


Wisconsin Michigan furnished as 
an exhibit to its application an esti- 
mate of its cash receipts and disburse- 
ments for the years ending December 
31, 1941, 1942, and 1943. The cash 
forecast is shown by the following 
table : 


Year 1941* Year 1942 Year 1943 


Cash on hand at beginning of period (including short- 


term investment) 
Receipts : 
Operating revenues 
Nonoperating revenues (net) 
Other Receipts : 
Short-term bank loans 


Issue and sale of promissory notes to banks 


$587,967 $692,389 


$4,409,589 $4,794,000 
23,074 14,700 


375,000 
1,000,000 


$128,189 
$4,900,000 


Issue and sale of common stock to Wisconsin 


Electric Power Company 


Total Receipts 


1,000,000 
$5,807,663 $5,808,700 $4,914,700 








8 The net bonded assets consist of net prop- 
erty and plant, plus the bonds of Transport 
Company presently outstanding in the principal 
amount of $9,700,000; these Transport Com- 
pany bonds are pledged under the mortgage 
of Wisconsin Electric. Net bonded assets do 
not include any value assigned to the stock of 
Transport Company, carried on the books of 
Wisconsin Electric in the amount of approxi- 
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mately $18,000,000. (See Re Wisconsin Elec- 
tric Power Co. Holding Company Act Release 
No. 2950.) Net current assets are as of April 
30, 1941, the latest reported figures. 

4 The Federal Power Commission has made 
a report recommending the construction of 
generating facilities by Wisconsin Electric in 
addition to those included in the company’s 
construction program. 
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Disbursements : 
Construction expenditures 


$1,566,389 $2,286,300 $575,000 


Salaries and wages (other than direct charges to 


construction) 
Fuel used in operations 
Other operating expenses 
Interest payments 
Tax payments 
Dividend payments : 
Preferred 
Common 


Matured promissory notes ...............8- 


654,200 
465,400 
662,000 
510,500 
1,204,000 


180,000 
487,500 
140,000 


685,000 
425,000 
600,000 
510,500 
1,204,000 


180,000 
525,000 
200,000 


683,052 
382,495 
415,434 
483,194 
887,160 


180,028 
450,000 
140,000 


Additions to inventories of fuel, materials, and supplies, 


etc. 


102,488 (127,000) 


Increase in Accounts Receivable, Accounts Payable, 


etc. (net) f 
Other payments : 
Repayment of Short-term bank loan 
Total Disbursements 
Excess of receipts over disbursements 
Cash on hand at end of period 


() Deduction. 


38,001 
375,000 
$5,703,241 
$104,422 
$692,389 


(90,000) 





$6,372,900 
($564,200) 
$128,189 


$4,904,500 
$10,200 
$138,389 








*Based on actual results for the first 10 months of the year and estimates for November and 


December. 


+Represents, during the respective periods, (1) the difference between revenues, shown as 
cash receipts, and amounts collected from customers in settlement of accounts; and (2) the 
difference between expenses incurred, shown as cash disbursements, and the payments made 


therefor. 


It thus appears that Wisconsin 
Michigan estimates its cash balance 


(including short-term investments) 
will be $692,389 at the end of 1941, 
$128,189 at the end of 1942, and 
$138,389 at the end of 1943. An off- 
cer of the company testified that dur- 
ing the course of 1942 and 1943 it 
was not expected that cash on hand at 
the end of any month would fall be- 
low the stated cash on hand at the end 
of the year involved. 

It was testified that ordinary month- 
ly cash commitments of Wisconsin 
Michigan average about $400,000 per 
month, but during 1941 and 1942 in 
view of the construction program 
this figure would range between 
$400,000 and $500,000. It will be ob- 
served that the year-end cash esti- 
mates for 1941, 1942, and 1943 rep- 
resent approximately 173 per cent, 
32 per cent, and 35 per cent of ordi- 
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nary monthly cash commitments. This 
represents, respectively, 52, 10, and 10 
days of ordinary monthly commit- 
ments.® 

It is plain from these figures that 
the cash flow prospects of Wiscon- 
sin Michigan are at least close to mini- 
mum requirements for cash and will 
remain so at least the next two years. 
We observe that in the course of 1942 
the company’s accounts receivable less 
accounts payable are expected to de- 
crease by approximately $90,000. In 
other words, net current assets exclu- 
sive of cash will be decreased to the 
extent of $90,000 in 1942. (There 
will also be a decrease of $127,000 in 
inventories in 1942, but inventories 
are being increased $102,000 in 194i 





5 An officer of the company testified that 
the company ought to have a minimum cash 
balance of $50,000 which wouid represent only 
three or four days of the recurrent expenses in 
1941 and 1942, and four days in 1943. 
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and we have, therefore, excluded the 
decrease in inventories in our calcula- 
tion of the change in net current as- 
sets exclusive of cash.) 

We note that income taxes for 
1942 and 1943 as calculated in the 
cash forecast, are based on the Rev- 
enue Act of 1941 which does not re- 
flect the likelihood of increased taxes. 

It appears from the above cash fore- 
cast that in 1941 Wisconsin Michigan 
plans to pay dividends in the amount 
of $530,000, of which $450,000 would 
be paid to Wisconsin Electric as own- 
er of all the common stock of Wiscon- 
sin Michigan. In 1942 the common 
stock dividend payments are expected 
to increase to $487,500 and in 1943 it 
is estimated that common stock divi- 
dends will be $525,000. 

Because of the condition we im- 
pose below in regard to the payment 
of common dividends by Wisconsin 
Electric, we do not believe it is ap- 
propriate at this time to place any con- 
dition on the payment of dividends by 
Wisconsin Michigan. 


Acquisition of Common Stock by 
Wisconsin Electric 


The $1,000,000 par value of com- 
mon stock of Wisconsin Michigan to 
be acquired by Wisconsin Electric, is 
governed by § 10 of the act, 15 USCA 
§ 79j. 


1. Requirements of § 10 


Under this section we cannot ap- 
prove such acquisition unless it ap- 
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pears that “such state laws as may ap. 
ply in respect of such acquisition have 
been complied with.” We must deny 
the application if we find that such 
application will tend toward inter. 
locking relations or the concentration 
of control of public utility companies 
in a manner detrimental to the public 
interest or to the interest of investors 
or consumers; if the consideration, in- 
cluding all fees, commissions, or other 
remunerations to be paid is not rea- 
sonable; or if the acquisition will u- 
duly complicate the capital structure 
of the system. Moreover, we may not 
approve the acquisition (1) if it is 
“unlawful under the provisions of § 8 
(15 USCA § 79h) or detrimental to 
the carrying out of § 11 (15 USCA 
§ 79k)” or (2) unless we find that 
“such acquisition will serve the pub- 
lic interest by tending toward the 
economical and efficient development 
of an integrated public utility system.” 

Under § 10(e), we may impose 
such terms and conditions in respect 
of such acquisition as we may find 
necessary or appropriate in the pub- 
lic interest or for the protection of 
investors or consumers. 


2. Cash Position of Wisconsin 
Electric 


Wisconsin Electric furnished by 
exhibit to its application an estimate 
of cash receipts and disbursements for 
the years ending 1941, 1942, and 1943. 
The cash forecast is shown by the 
following table: 
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RE WISCONSIN MICHIGAN POWER CO. 


Year 1941* Year 1942 Year 1943 


Cash on hand at beginning of period (Including short- 


term investments ) 


Receipts : 

Operating revenues 
Nonoperating revenues (net) 
Other Receipts : 


$4,421,300 $5,515,998 $1,928,948 





$25,561,742 $27,265,800 
627,122 546,300 


$27,765,800 
546,300 


Redemption of securities by the Milwaukee Electric 


Railway & Transport Company 


1,000,000 1,000,000 


Dividends from common stocks of Wisconsin Gas 
& Electric Company and Wisconsin Michigan 


Power Co. 


Total Receipts 
Disbursements : 
Construction expenditures 


982,500 
$29,794,600 
$8,749,800 


1,050,000 
$29,362,100 
$4,750,000 





$27,488,864 


Salaries and wages (other than direct charges to 


construction ) 


Piel used WiOpPeLAatiONS ......ciessecccencces 


Other operating expenses 
Interest payments 
Tax payments 
Dividend payments : 
Preferred 
Common 


4,693,560 
4,629,624 

987,773 
2,246,302 
4,794,005 


1,512,034 
1,119,173 


4,867,900 


6, 718, ,400 


1,512,000 
1,862,650 


7,860,000 


1,512,000 
1,862,650 


Additions to inventories of fuel, materials, and sup- 


plies, etc. 


986,612 (250,000) (250,000) 


Increase in Accounts Receivable, Accounts Payable 


etc. (net)f 
Other Payments : 


(628,832) 100,000 


Purchase of Wisconsin aan Power Common 


Stock 
Miscellaneous 


Total Disbursements 
Excess of receipts over disbursements 
Cash on hand at end of period 


() Deduction. 


1,000,000 





$26,394,166 
$1,094,698 
$5,515,998 


$33,381,650 
$(3,587,050) 
$1,928,948 


$29,699,850 
$(337,750) 
$1,591,198 








*Based on actual results for the first 10 months of the year and estimates for November and 


December. 
, 
7Represents, during the respective periods, 


cash receipts, and amounts collected from customers in settlement of accounts; 


(1) the difference between revenues, shown as 


and (2) the 


difference between expenses incurred, shown as cash disbursements, and the payments made 


therefor. 


Wisconsin Electric is able to pro- 
vide the $1,000,000 from its own 
funds for the purpose of purchasing 
common stock of Wisconsin Michigan 
oily if things happen approximately 
as estimated. We note with respect 
to this forecast, as we did in the case 
of Wisconsin Michigan’s, that in the 
course of the year 1941, the company’s 
accounts receivable less accounts pay- 
able are expected to decrease by ap- 
proximately $628,832. During the 
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years 1942 and 1943 inventories will 
be reduced $250,000 in each year. 
Moreover, the tax payment estimates 
are made on the basis of tax rates un- 
der the Revenue Act of 1941. 

It was testified that Wisconsin Elec- 
tric’s ordinary cash commitments for 
the normal month would range be- 
tween $2,600,000 and $3,000,000. 
The estimated cash on hand at the 
end of 1941, 1942, and 1943 is ap- 
proximately 212 per cent, 74 per cent 
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and 61 per cent, respectively, of the 
normal ordinary monthly cash com- 
mitments, or sufficient for 59, 21; and 
17 days of such commitments. It was 
stated that the company ought to have 
a minimum cash balance on hand in 
the amount of $750,000 in an average 
month and that it is expected that the 
cash on hand at the end of any month 
in 1941, 1942, or 1943 will not fall 
below the estimated amount of cash 
on hand at the end of the particular 
year involved. 

In each of the years 1941 and 1942 
the receipts show $1,000,000 from the 
retirement of securities of Transport 
Company owned by Wisconsin Elec- 
tric. The $1,000,000 retirement in 
1941 has already had our approval but 
the $1,000,000 retirement schedules 
by the company for 1942 has not.® 

Of course, the company might fall 
back on its line of credit if its re- 
ceipts decrease or its disbursement in- 
crease, and the line of credit was testi- 
fied to be at least $1,450,000; that is 
any one of the three companies in 
the Wisconsin Electric group of com- 
panies or all three of them together 
have bank credit to that extent at least. 


Unless things happen substantially 
as forecast, Wisconsin Electric will 
be in a somewhat straitened cash situa- 
tion at the end of the year 1942 and 
may continue so for several years at 


least. It is noted that Wisconsin Elec- 
tric during the course of 1941 in- 
creased its dividends on its common 
stock from an annual rate of 40 cents 


per share to 70 cents per share. The 
additional shares of Wisconsin Ele. 
tric common stock which were issued 
to the North American Company dur. 
ing 1941 in exchange for the common 
stocks of Wisconsin Gas and Wiscon. 
sin Michigan, have caused an increase 
in the forecast of aggregate common 
stock dividend payments from $1. 
119,173 in 1941 to $1,862,650 in 
1942.7 

On a consolidated basis, as we have 
seen, the bonds and preferred stock of 
Wisconsin Electric and its subsidiaries 
are 89.3 per cent of bonded assets plus 
net current assets. This leaves a far 
smaller equity for the common stock 
of Wisconsin Electric (94 per cent of 
which is owned by North American) 
than we believe the standards of the 
act require. Despite this top-heavy 
capital structure, the North American 
Company has refused to purchase the 
relatively small amount of common 
stock which according to the compa- 
ny’s figures would enable the Wiscon- 
sin Electric group to finance its pro- 
posed expansion. 

As we have pointed out the divi- 
dends which are being paid by Wis- 
consin Electric are not leaving that 
company and its subsidiaries with any 
substantial margin above their imme- 
diate foreseeable expenditures. We 
are therefore faced with a situation 
wherein an inadequately financed sub- 
sidiary of a registered holding com- 
pany is buying stock of its subsidiary 





6 Transport Company will have to file a 
declaration pursuant to § 12 of the act, 15 
USCA § 791 and Rule U-42(a) thereunder 
for the acquisition by it for cash from Wis- 
consin Electric of the securities. This record 
does not indicate what securities will be re- 
tired and even if it did, we would not under- 
take to pass on this transaction before it was 
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presented. We recognize, as does the com- 
pany, that it may be somewhat dependent on 
this source of income. 

7 The North American Company as owner 
of 93.72 per cent of the common stock of 
Wisconsin Electric, is slated to receive $1,745,- 
675 of the $1,862,650 expected to be paid in 
common stock dividends in 1942. 
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RE WISCONSIN MICHIGAN POWER CO. 


for cash and is planning to pay in divi- 
dends such relatively large sums that 
its current position will be uncertain. 
We do not believe this to be conserva- 
tive financial practice especially under 
current conditions. 

Under these circumstances we are 
dearly under a duty to place ourselves 
in a position where we will be able to 
exercise our responsibilities under 
§ 12(c) of the act. Section 12(c) 
provides that—“It shall be unlawful 
for any registered holding company or 
any subsidiary company thereof, by 
use of the mails or any means or in- 
strumentality of interstate commerce, 
or otherwise, to declare or pay any 
dividends on any security of such com- 
pany or to acquire, retire, or redeem 
any security of such company, in con- 
travention of such rules and regula- 
tions or orders as the Commission 
deems necessary or appropriate to pro- 
tet the financial integrity of com- 
panies in holding-company systems, to 
safeguard the working capital of pub- 
lic-utility companies, to prevent the 
payment of dividends out of capital 
or unearned surplus, or to prevent the 
circumvention of the provisions of this 
title or the rules, regulations, or orders 
thereunder.” 

We believe it to be in the public 
interest to attach a condition to our 
order requiring Wisconsin Electric to 
give us thirty days’ prior notice of the 


declaration of any dividends on its 
common stock, setting forth the partic- 
ulars in connection with the dividend, 
a cash forecast, and the most recent 
available balance sheet (whether or 
not audited). 


3. Compliance with § 10 


For the purchase of the common 
stock which Wisconsin Michigan will 
issue, Wisconsin Electric will use cash 
derived from its internal funds as 
above described. The common stock 
will be acquired for cash and at par. 
The purchase will increase Wisconsin 
Electric’s common stock equity in Wis- 
consin Michigan; it will not result in 
the concentration of control for Wis- 
consin Electric presently owns all of 
the outstanding common stock of Wis- 
consin Michigan and the acquisition 
will not substantially change Wiscon- 
sin Electric’s voting power. 

Although we find that the proposed 
acquisition by Wisconsin Electric will 
serve the public interest by tending 
towards an economical and efficient 
development of an integrated public- 
utility system, nothing herein should 
be interpreted as a finding or opinion 
with regard to the provisions of § 11 
of the act. (See Re Wisconsin Elec- 
tric Power Co. Holding Company Act 
Release No. 2950.) 

An order in conformance with this 
finding and opinion will be issued. 
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SECURITIES AND EXCHANGE COMMISSION 


Re Jesse Jacobs et al. 


[File No. 68-1, Release No. 3221.] 


Corporations, § 21 — Reorganization — Solicitation of proxies — Conflicting in. 


terests. 


1. A plan by a protective committee for solicitation of proxies from sey- 
eral classes of security holders in a reorganization proceeding should be 
denied when the committee would represent security holders having con- 
flicting interests; and the materiality of any such conflict cannot be tested 
merely by the amounts involved, except possibly if the amounts are de 


minimis, p. 274. 


Corporations, § 21 — Reorganization — Protective committee — Employment of 


counsel. 


2. Employment by a protective committee, in reorganization proceedings, of 
three separate sets of legal counsel is not in the public interest when counsel 
outside of the city where all important activities in connection with the re- 
organization are centered would engage mainly in contracting security hold- 
ers, which type of activity would normally be performed by committee mem- 
bers or by a competent secretary, p. 277. 


[December 26, 1941.] 
under § 12(e) of the Holding Company Act, 15 


PPLICATION 
A USCA § 79l(e), and Rule U-62(j) promulgated there- 
under for permission to solicit authorizations from security 

holders in reorganization proceedings; permission denied. 


APPEARANCES: Morris L. Forer 
and Paul S. Davis, for the Public 
Utilities Division of the Commission ; 
Davies, Auerbach, Cornell & Hardy, 
by Orrin G. Judd, for the applicants- 
declarants. 


By the Commission: 


Introductory 
Jesse Jacobs, Paul Shipman An- 


an 


drews, and Daniel J. McCormack 
have filed an application, pursuant to 
§ 12(e) of the Public Utility Hold- 
ing Company Act of 1935, 15 USCA 
§ 791 (e), and Rule U-62 (j) promul- 
gated thereunder,’ for permission to 
solicit authorizations from holders of 
more than one class of securities of 
Associated Gas and Electric Company, 
a registered holding company, in con- 





1 Under § 12(e) the Commission is author- 
ized to regulate the solicitation of authoriza- 
tions regarding any security of a registered 
holding company or a subsidiary thereof. 
Rule U-62 promulgated thereunder, on April 
21, 1941, provides that no solicitation of any 
authorization, regarding any security of a reg- 
istered holding company or subsidiary there- 
of in connection with any reorganization shall 
be made except pursuant to a declaration 
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which has become effective under the rule, 
while paragraph (j) of such Rule U-4€2 pro- 
vides that no solicitation of authorization shall 
be made “for more than one class of securities 
without the approval of the Commission, by 
order upon application, which application shall 
set forth facts showing that no material con- 
flict of interests exists between the different 
classes of security holders concerning the sub- 
ject matter of the solicitation.” 
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RE JACOBS 


nection with the reorganization pro- 
ceedings of said company and its sub- 
sidiary, Associated Gas and Electric 
Corporation. Together with such ap- 
plication the above-named parties have 
filed a declaration, pursuant to § 12 
(e) of the act and Rule U-62 promul- 
gated thereunder, regarding such con- 
templated solicitation. Such declara- 
tion has been considered in connection 
with and as part of the application. 

After appropriate notice a public 
hearing was duly held on the applica- 
tion and declaration.*? Applicants- 
declarants have waived submission of 
requested findings, briefs, and oral 
argument. The Commission has ex- 
amined the record and makes the fol- 
lowing findings: 


Estate of Associated Gas and Electric 
Company 


On January 10, 1940, Associated 
Gas and Electric Company (herein- 
after referred to as Ageco) and its di- 
rect subsidiary, Associated Gas and 
Electric Corporation (hereinafter re- 
ferred to as Agecorp), both registered 
holding companies, filed voluntary pe- 
titions for reorganization under Chap. 
X of the Bankruptcy Act. On March 
2, 1940, a trustee for Ageco and sepa- 
rate trustees for Agecorp were ap- 
pointed and qualified. Both of the 
estates are now being administered 
under the jurisdiction of the United 


States district court for the southern 
district of New York. 

At the time of its going into re- 
organization under Chap. X of the 
Bankruptcy Act, Ageco listed the fol- 
lowing types of securities as outstand- 
ing :° 


Fixed interest debentures $59,014,831 


Sinking-fund income debentures . . 
Income debenture 1983 
Noninterest-bearing scrip 
Interest-bearing scrip 
Convertible obligations, due 2002 


Total debt, scrip, and con- 


vertible obligations $128,194,851 


Preferred stock 
Preference stock 
Class A stock 
Class B stock 
Common stock 
Warrants 


The above representation does not 
show certain other outstanding con- 
vertible securities of Ageco. As will 
be adverted to later, after having sent 
conversion notices to the holders of 
such securities in 1932, Ageco treated 
such convertible securities as stock of 
the company, in the instances where 
the holders thereof did not surrender 
them. 


Representation of Security Holders 


Three protective committees have 
qualified, under the rules promulgated 
by the Commission,’ to solicit author- 
izations to represent the security hold- 
ers of Ageco in the reorganization 
proceedings. One of these committees 
is the “General Protective Committee 





2The questions before the Commission, as 
adverted to in the Commission’s notice of and 
order for hearing in this case, resolve them- 
selves into two sets of inquiries: The first is 
in regard to the conflict of interests among 
the securities proposed to be represented; and 
the second, in regard to the employment of 
three separate legal counsel by the applicants- 
declarants, as a committee for security hold- 
ers of Associated Gas and Electric Company. 

3In no way, of course, is the presentation 


herein of the balance sheet entries of Ageco 
to be considered determinative of any rights 
of any security holders of Ageco or Agecorp. 

4Prior to the adoption by the Commission 
of its present rules, no person was permitted to 
solicit authorizations in connection with reor- 
ganizations; except in compliance with Rule 
U-12E-3. Four protective committees filed 
solicitation material under such Rule, in or- 
der to solicit authorizations from security 
holders of Agecorp. 
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for Security Holders of Associated 
Gas and Electric Company (Limited to 
the Fixed Interest Obligations of the 
Said Company).” ® The holders of de- 
bentures, with fixed interest of several 
different rates, were solicited. 

A second committee representing 
Ageco security holders is the so-called 
“Scrip-holders Protective Committee 
of Associated Gas and Electric Com- 
pany.” ® It represents the divers series 
of interest-bearing and noninterest- 
bearing classes of scrip. 

The third committee consists of the 
applicants-declarants in this matter. 


Present Application and Declaration 


On September 30, 1941, Jesse 
Jacobs, Paul Shipman Andrews, and 
Daniel J. McCormack, as a committee 
for security holders of Ageco (here- 
inafter this committee is referred to 
as the Committee or the Jacobs Com- 
mittee), filed with the Commission an 
application and declaration to solicit 
authorizations from holders of the 
following classes of securities: 


6% Convertible debenture certificates (series 
A of 1925, A of 1929, B, C, D, and E) 

6% Convertible debenture certificates (series 
B, 1927, and 1931 series) 

6% Convertible debenture obligations (series 


seed Convertible debenture certificates (series 
Manila and series C, Manila) 

63% ge er bearing option warrants 

$8 and $1.60 Interest-bearing allotment cer- 
tificates 

Convertible certificates (5%, 6%, 64%, and 
7% series) 

Convertible obligations (5%, 53%, 6%, 64%, 
and 7% series) 


Convertible obligations due February 15, 2002 
(5%, 53%, 64%, and 7% series A) 
Convertible obligations due March 1, 20) 

(6% series A and series B) 

In Appendix A to this opinion are 
listed the principal amounts of these 
securities, at present, outstanding, 
The total thereof is $53,617,561. 
The declaration was in due form and 
set out, among other relevant matters, 
the names of its three separate legal 
counsel, namely, Albert Averbach, of 
Syracuse, New York, David F. Lee, 
of Binghamton and Norwich, New 
York, and Davies, Auerbach, Cornell 
& Hardy, of New York city. 

Prior to the present application 
and declaration, the Committee had, 
on August 19, 1940, filed solicitation 
material with the Commission, to s0- 
licit holders of Ageco’s 6 per cent con- 
vertible debenture certificates (series 
ACDE and F, series B of 1929). 

Among other matters, the filing dis- 
closed that Averbach and Lee would be 
counsel for the Committee. 

After having made the filing of 
August 19, 1940, with the Commis- 
sion, the Committee, according to the 
evidence at the hearing in this case, 
did not use such solicitation material 
to acquire authorizations, but none- 
theless, received authorizations, in- 
cluding Committee holdings, from 
holders of convertible debenture cer- 
tificates, in the principal amount of 


$8,200." 





5 This committee has sometimes been re- 
ferred to as the Garfield Committee (the chair- 
man of the Committee being Irvin McD. Gar- 
field). 

6 The designated chairman of the scrip- 
holders committee is Thatcher C. Jones. 
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7 Such authorizations were from the follow- 
ing series of convertible debenture certificates: 


Series A, 1929 $6,700.00 
Series B, 1929 
Series C 
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Terms of Securities 


A careful analysis of the securities 
which the Committee now proposes to 
represent is necessary for a determina- 
tion as to whether there is a material 
conflict of interests between the hold- 
ers of the different classes of such se- 
curities. Such an analysis takes us 
back ten years in the intricate corpo- 
rate history and capital structure of 
Ageco. 

Prior to 1932 Ageco had outstand- 
ing, among other securities, converti- 
ble debenture certificates, convertible 
obligations, and convertible certifi- 
cates, of various series. The three 
classes of securities were similar in 
that all of them were by their terms 
convertible into stock, at the option of 
the company. They were dissimilar, 
however, in that the convertible deben- 
ture certificates were not subordinate 
to any other debt of the company, 
while the convertible obligations and 
convertible certificates were made ex- 
pressly subordinate to all other debt, 
except the obligations or certificates 
“of this issue and indebtedness or 


obligations convertible at the option of 
the company into stock of the compa- 
ny of any class or subordinated by 
their terms to other indebtedness or 
obligations of the company.” None 
of these convertible securities had a 
fixed maturity. 

In May, 1932, Ageco dispatched no- 
tices, to the effect that it was thereby 
exercising its rights of conversion, to 
the holders of the convertible deben- 
ture certificates, convertible obliga- 
tions, and convertible certificates.* In 
such communications Ageco gave the 
holders of such securities the option 
of receiving convertible obligations, 
due February 15, 2002, and March 1, 
2002, in lieu of the stock, but at the 
same time stated: “As provided in 
said convertible debenture certificates 
(or convertible certificates or convert- 
ible obligations, as the case may have 
been), the mailing of this notice ipso 
facto operates as a conversion on June 
15, 1932,° of such convertible deben- 
ture certificates held by you into shares 
of said preferred stock upon the basis 
hereinabove stated. From and after 





Of the total of $8,200, principal amount of 
holdings, $4,200 were in the names of Jacobs 
and McCormack, members of the Committee. 
At the same time the Committee received in- 
quiries, but not authorizations, from the hold- 
ers of the following securities : 


6% Convertible debenture certificates 
Series not specified $186,900.00 
Series A . 
Series B 
Series C 

5% Convertible certificates 

53% Convertible obligations 

6% Convertible obligations, 

2002 323,600.00 


$554,600.00 


Of the 6 per cent convertible obligations, 
one block of $300,000 was held by a single 
person, while, of the convertible debenture 
obligations, a block of $150,000 was held by 
one person. 


8 The record in this case discloses that the 
company also notified holders of the allot- 
ment certificates, the present holders of which 
the Committee proposes to solicit. 

In the text we are not considering the 63 
per cent interest-bearing option warrants or 
the $8 and $1.60 interest-bearing allotment 
certificates because of their peculiar character 
and the exceedingly small number of such 
warrants and certificates outstanding. Their 
characteristics are set forth in Appendix B 
of this opinion. Differences between these 
securities and the others which the Committee 
proposes to represent may, of course, accen- 
tuate the conflict of interest among the classes 
of securities, in contravention to the dictates 
of Rule U-63 (j) ; but we have not considered 
the inclusion of these securities in the applica- 
tion and declaration as a material factor. 

9In some cases the dates were May 31, 
June 10, July 2, September 10, October 3, and 
November 16, 1932. 
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the date fixed for conversion, interest 
will cease to accrue on your convertible 
debenture certificates. Certificates for 
shares of the $6 dividend series pre- 
ferred stock will be deliverable only 
upon surrender of your convertible de- 
benture certificates to this company at 
its office, at room 2016, 61 Broadway, 
borough of Manhattan, city of New 
York.” 

Upon receipt of such communica- 
tions, the security holders 

(a) surrendered their securities and 
received stock ; or 

(b) surrendered their securities and 
received convertible obligations, due 
2002 ; or 

(c) refused or failed to surrender 
their securities and retained them. 

The convertible obligations, due 
2002, which were received by some 
of the holders of the convertible de- 
benture certificates, convertible obli- 
gations, and convertible certificates 
were similar to the last three securities 
in that they were convertible into 
stock at the option of the company. 
Unlike the convertible debenture cer- 
tificates, but like the convertible cer- 
tificates and convertible obligations, 
the convertible obligations, due 2002, 
were made subordinate to other debt 
of the company under the same verbal 
provisions as were contained in the 
convertible certificates and convertible 
obligations. Unlike all the other con- 
vertible securities of Ageco, these con- 
vertible obligations, due 2002, had 
fixed maturities. 

At the present time, as indicated 
above, the Committee proposes to rep- 
resent in the reorganization proceed- 
ings those security holders who con- 
verted their securities in 1932 and re- 
ceived convertible obligations, due 
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2002, those security holders who re- 
fused to surrender their securities in 
1932, and other holders of the secur- 
ities listed in the application and dec- 
laration herein. In Appendix B we 
have included in tabular form the var- 
ious important “face” characteristics 
of such securities. To summarize: 

1. None of the securities has a fixed 
maturity, except the convertible obli- 
gations, due 2002. 

2. The provisions as to interest are 
similar in all material cases, except 
that (a) no interest is payable on the 
convertible certificates and convertible 
obligations if interest on senior obliga- 
tions is not paid, and (b) no interest 
is payable on the convertible obliga- 
tions, due 2002, if interest on senior 
obligations is not paid and if no divi- 
dends are being paid on stock into 
which such obligations are convertible, 
unless by special action of the board of 
directors. 

3. The provisions in regard to the 
payment of principal are substantially 
similar in all cases, except that in the 
case of the convertible obligations, due 
2002, specific provision is made, to the 
effect that the principal may not be 
paid if there is default on senior obli- 
gations. 

4. The terms of conversion of all 
the securities provide for conversion 
under certain circumstances, at the op- 
tion of the company, into stock of 
various types. It is further provided 
that the mailing of a notice of conver- 
sion operates ipso facto as a conver- 
sion of the securities as of the date of 
conversion fixed in the notice into the 
shares of stock into which the securi- 
ties are convertible. 

5. None of the securities bear any 
clauses in regard to their subordina- 
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tion or to their priority, except the 
convertible certificates, the convertible 
obligations, and the convertible obliga- 
tions, due 2002. These latter three 
securities are expressly made subordi- 
nate to “all bonds, debentures, and 
other indebtedness of the company and 
of any successor corporation, now or 
hereafter created and outstanding, ex- 
cept the obligations of this issue and 
indebtedness or obligations convertible 
at the option of the company into 
stock of the company of any class or 
subordinated by their terms to other 
indebtedness or obligations of the com- 
pany.” 

Proposed Activities of the Committee 


In its proposal to represent all the 
security holders who received the 1932 
conversion communications, together 
with the holders of the convertible ob- 
ligations, due 2002 (whose total prin- 
cipal amount of holdings, as will be 
noted from Appendix A to this opin- 
ion, is more than 90 per cent of the 
face amounts of the securities to be 
represented), the Committee states 
that it plans to engage in the following 
main endeavors: 

1. File a petition in the recap plan 
proceeding * and “‘try to secure a fav- 
orable decision.” 

2. Participate in negotiations for a 
reorganization plan in behalf of se- 
curity holders whom it proposes to 
represent. 

3. Possibly file claims for the rep- 
resented security holders under the 


provisions of a bar order which has 
been entered in the court proceedings. 

4. In case a conflict arises, either 
cease thereafter to represent one of 
the conflicting classes or divide into 
two committees, one representing each 
class of securities. 

In its prosecution of the interests 
of the security holders, the Committee 
plans to make the following conten- 
tions: 

1. The attempted conversion in 
1932 was invalid (a) under state law 
authorization, (b) under the condi- 
tions in the instruments, and (c) un- 
der the terms of the notice. 

2. The recap plan was unfair, if not 
fraudulent, to the holders of all se- 
curities which the Committee proposes 
to represent, and in any event such 
holders should have been given the 
same option to receive securities of 
Agecorp under the recap plan that 
holders of other securities of Ageco 
had received. 


3. The holders of the convertible 
debenture certificates who converted 
into convertible obligations, due 2002, 
and received physically such new se- 
curities did so under various misrep- 
resentations by Ageco; and the terms 
of such latter securities are so vague 
and illusory that the holders thereof 
have a right to rescind or are other- 
wise not bound by the provisions in 
their securities which purport to make 
them subordinate to all other obliga- 
tions of the company not convertible 
into stock at the option of Ageco. 





10 An outline of the recap plan was given in 
Associated Gas & E. Corp. (1940) 6 SEC 605, 
611-613; see also Re Pollak, Holding Compa- 
ny Act Release No. 2274, 35 PUR(NS) 304 
(Sept. 4, 1940). In the reorganization pro- 
ceedings, hearings in the recap plan litigation 
commenced before a special master on Sep- 
tember 24, 1941. Since their retention by the 
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Committee, Davies, Auerbach, Cornell & 
Hardy have appeared as counsel for Jacobs 
and McCormack, members of the Committee, 
and for Susan W. Gibbs and John Welch, 
holders of convertible debenture certificates 
who had previously given their authorizations 
to the Committee, before the special master. 
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They contend further that in any 
event such convertible obligations, due 
2002, are not to be subordinated to 
other obligations of the company. 


Material Conflict of Interest 


[1] It it only necessary to place in 
juxtaposition the security holders’ 
rights as defined on the face of the 
securities and the rights which the 
Committee proposes to assert to see 
the material conflicts that may arise in 
representing the various classes of se- 
curities. As defined by applicants- 
declarants and as is evident from the 
tablulation Appendix B, attached here- 
to, the securities fall into two cate- 
gories, the convertible debenture cer- 
tificates and the convertible obligations 
of 2002. The main points of dif- 
ference lie in Ageco’s attempt to con- 
vert the former and in the subordina- 
tion provisions in regard to the latter. 

The existence of a conflict was ex- 
pressed by counsel for applicants-de- 
clarants in the following fashion: 

“The way in which the conflict can 
arise would be by the obligations of 


2002 feeling that it was to their ad- 
vantage to prevent the convertible de- 
benture certificate group from setting 
aside the purported conversion and 
establishing its rights as creditors of 
the Associated Gas and Electric Com- 
pany instead of stockholders. The an- 
swer to that . . . is found in 
. the amount of the various 
securities that are outstanding, be- 
cause the total amount of the convert- 
ible debenture certificate group is on- 
ly about $4,000,000, face amount, 
while the convertible obligations of 
2002 total over $45,000,000, principal 
amount, outstanding, so that the effect 
on the holders of the 2002 obligations 
and (sic) convertible debenture group 
establishing its rights as creditors 
would merely be negligible. 
The other phase, as I understand it, 
would be that the convertible deben- 
ture certificate group may object to 
the 2002 group invalidating and get- 
ting around the purported subordina- 
tion of the principal of their certifi- 
cates. The first answer for that is 
similar to the one I have just made, 





11 The convertible debenture obligations are 
substantially similar in face characteristics and 
in their being called for conversion by Ageco 
to the convertible debenture certificates. The 
total amount of such convertible debenture ob- 
ligations outstanding is only $11,000. 

The convertible certificates and the conver- 
tible obligations without fixed maturity, are 
substantially similar in every feature (except 
that of maturity) including the subordination 
provisions, to the convertible obligations, due 
2002, with one important exception. That is, 
that Ageco dispatched notices to the holders 
of the convertible certificates and the con- 
vertible obligations, without fixed maturity, to 
the effect that it was exercising its rights of 
conversion in regard to such holdings. 

From the textual discussion it will be evi- 
dent that the position contemplated by the 
Committee in regard to the convertible deben- 
ture certificates will be exactly the same as 
that for the convertible debenture obligations. 
The assertion of rights for the approximately 
$49,000,000 principal amount of convertible ob- 


41 PUR(NS) 


ligations, due 2002, will parallel that for the 
less than $1,000,000 principal amount of con- 
vertible obligations and convertible certifi- 
cates, without fixed maturity. Material con- 
flict will, however, arise even between the 
fixed maturity securities and the others if the 
conversion of the latter two securities is up- 
held and the subordination provisions are de- 
feated. In that event the convertible obliga- 
tions, due 2002, would probably rank as debt, 
while the other securities would have no such 
standing. The pari passu ranking in other 
foreseeable eventualities may, from the point 
of view of one or the other of the securities, 
be considered as giving rise to a material 
conflict. The materiality of the conflict be- 
tween the convertible debenture certificates on 
the one hand, and the convertible certificates 
and convertible obligations, without fixed ma- 
turity, on the other, is in effect considered, in 
the text of our opinion, when we advert to 
the major material conflict of interests be- 
tween the convertible debenture certificates 
and the convertible obligations, due 2002. 
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that both groups have a common in- 
terest in setting aside the recap plan 
and establishing that they were credi- 
tors of Associated Gas and Electric 
Corporation, or else they were the 
creditors of Associated Gas and Elec- 
tric Corporation and Associated Gas 
and Electric Company, and must be 
treated on a similar basis, and if that 
is accomplished, even the total amount 
of $40,000,000 (sic) of 2002’s will 
be only a small fraction, I think less 
than one-sixth, of the total outstand- 
ing obligations of Associated Gas and 
Electric Company and Associated Gas 
and Electric Corporation, so that again 
the conflict of interest is not material. 


” 


Such statements of counsel and wit- 
ness recognize the inherent conflict 
of interest but seem to measure the 
materiality of the conflict that might 
affect the fiduciary relationship be- 


tween the Committee and the security 
holders only by the total amounts of 
the respective claims involved. It 
seems obvious, on the other hand, 
that the materiality of any conflict 
cannot be tested merely by the amounts 
involved, except possibly if the 
amounts are de minimis. Such is 
not the case here. 

It is impossible to foretell the out- 
come of the recap litigations, nor do 
we intend, in discussing possible even- 
tualities, thereby to express any opin- 
ion on the propriety of any particular 
disposition made of the litigation. 
However, a statement of some of the 
possibilities is sufficient to show that 
conflicts of interest may arise. 

As indicated by the Committee’s 
own analysis of the recap litigation, 
as to merits of which we express no 
opinion, it is evident that there may 
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result a material conflict; if the views 
of the Committee prevail as to the out- 
come of this litigation, the holders of 
convertible obligations of 2002 would 
receive a larger percentage of Ageco 
assets than they would if the litigation 
were not successful. To assume a 
state of facts: If the total assets 
available for the Ageco Estate totaled 
$49,000,000 more than the total of the 
present nonconvertible debt claims, or 
any figure less than that amount, then 
the interposition of either class prior 
to the other, or even pari passu with 
it, would materially lessen the funds 
available for the affected class. Nor 
can it be said that a conflict is not real 
and material merely because certain 
alternatively possible results of pend- 
ing litigation would eliminate the con- 
flict. 

An examination of the securities 
and the contentions to be made in re- 
gard to them discloses that a material 
conflict arises in the following circum- 
stances, among others: 

1. The convertible debenture cer- 
tificate holders propose to assert that 
the conversion provisions in their cer- 
tificates were invalid. Another con- 
tention is presented concerning the 
convertible obligations, due 2002; 
that question concerns whether those 
obligations must be subordinated. We 
express no opinion on the merits of 
these respective contentions. If, how- 
ever, it should be determined that the 
conversion provisions of the convert- 
ible debenture certificates are invalid, 
and it should also be determined that 
the subordination of the convertible 
obligations are effective, the convert- 
ible debenture certificates would be 
subordinate to the convertible obliga- 
tions. Under those circumstances the 
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conflict is clear; the effect of sub- 
ordinating the convertible debenture 
certificates would be to improve the 
position of the holders of the converti- 
ble obligations. 

The Committee has apparently tak- 
en the view that even if the subordina- 
tion provisions of the convertible obli- 
gations are given effect, there may be 
other legal reasons why such obliga- 
tions should be treated as debt; for 
example, it has been suggested that 
possible fraud or misrepresentation in 
connection with bringing about the 
conversion might give rise to such debt 
claims. The Committee proposes to 
assert these arguments. It is obvious, 
however, that to the extent that bene- 
fit accrued to holders of convertible 
obligations, detriment would result to 
the holders of the convertible deben- 
ture certificates. It is evident that the 


Committee could not act effectively at 


the same time in the best interests of 
both classes of securities. 

2. If the conversion provisions of 
the convertible debenture certificates 
are found to be valid, and the sub- 
ordination features of the convertible 
obligations, due 2002, are found to 
have been invalid, then the convertible 
debenture certificates would rank 
merely as stock. In that event it 
would therefore be in the interest of 
the convertible debenture certificate 
holders that the holders of convertible 
obligations, due 2002, not prevail in 
their contention that the purported 
subordination was ineffective. Other- 
wise, the activities of the Committee 
would result in a claim of $49,000,000 
being placed ahead of them. 

3. If the Committee contends with 
equal vigor that both the conversion 
and subordination provisions are in- 
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valid, the material conflict is apparent, 
since convertible debenture holders, on 
the one hand, and holders of convert}- 
ble obligations, due 2002, on the other, 
must each object to the inclusion of 
the other on an equal footing. 

4. If both the conversion and the 
subordination provisions are found to 
have been valid, there again would 
be a material conflict, since the out- 
standing convertible debenture certifi- 
cates would then rank as stock below 
the convertible obligations. 

When such eventualities appear 
from the record and no showing has 
been made that representation by one 
committee of these materially com- 
peting interests is necessary in the 
public interest or for the protection 
of investors, it is incumbent upon us 
to prevent representation of the con- 
flicting interests by one party. While 
these are the first formal proceedings 
on the question, our condemnation of 
Committee representation of material- 
ly conflicting interests is not novel. 
Thus, the record discloses that the so- 
called general protective committee for 
the security holders of Ageco at the 
present time limited to the fixed in- 
terest obligations of the company at 
first desired to represent all of the 
security holders of Ageco, but upon 
advice by the staff that such repre- 
sentation might cause a material con- 
flict among the classes of securities, 
solicitation was appropriately limited. 

The Commission in its reports on 
protective and reorganization commit- 
tees,’® disapproved solicitation by a 
committee of authorization from more 





12 Report on the Study and Investigation of 
the Work, Activities, Personnel, and Func- 
tions of Protective and Reorganization Com- 
mittees. The report was made pursuant to 
§ 211 of the Securities Exchange Act of 1934. 
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than one class of security holders un- 
less there was no material conflict be- 
tween such classes or unless such ac- 
tion was necessary in the public inter- 
est or for the protection of investors.” 
In its report, the Commission quoted 
with approval a prominent member of 
the reorganization bar to the follow- 
ing effect : 

«¢ |. Above all things, see to 
it that neither your Committee nor 
any other committee represent con- 
flicting interests. It is a rule to which 
there are few exceptions that the same 
protective committee should represent 
but one class of securities. It is rarely 
wise that the same Committee should 
even represent both preferred and com- 
mon stock, because some of the most 
perplexing questions which arise in re- 
organizations are as to the equitable 
adjustment of the relative participa- 
tion to be accorded to preferred and 
common stock.’ ” 14 

It was further stated by the Com- 
mission that : 

“If the interests of the several 
classes of security holders are not to 
suffer as a result of concession too 
readily or unnecessarily made, their 
representatives at the conference table 
should have undivided loyalty to the 
class which they represent.” ? 

The former activity of the Commit- 
tee in representing only one class of 
securities and the proposed activity of 
the Committee which includes the 
raising of contentions or arguments 
applicable to but one and not to the 
other class or classes of securities it 
proposes to represent, reinforce our 
view in regard to the existence of a 





18 Report, Part II, pp. 532, 533. 
14 Report, Part II, p. 395. 
5 Report, Part II, p. 395. 


material conflict. Consequently, we 
find that there is a material conflict 
of interest among the classes of se- 
curities which the Committee proposes 
to represent, and therefore, the ap- 
plication to permit a solicitation of 
authorization by such Committee must 
be denied. 


Proposed Employment of Three 
Separate Counsel 


[2] Since we are refusing permis- 
sion to solicit for the reasons just dis- 
cussed, it is unnecessary to pass defini- 
tively on a further question presented 
by the application, namely, the pro- 
posed retention by the Committee of 
three separate legal counsel. The rec- 
ord indicates, however, that if the 
present application is denied, the Com- 
mittee may wish to represent some 
classes of security holders among 
whom there is no conflict of interest. 
Accordingly, we deem it desirable to 
discuss briefly the proposed employ- 
ment of three separate legal counsel 
so that the Committee can guide itself 
in any future activities it may desire 
to pursue. 

It is our obligation under § 12(e) 
of the Public Utility Holding Com- 
pany Act, 15 USCA § 79l(e), to 
regulate solicitations in the light of the 
public interest and the interests of 
investors and consumers. In respect 
of investors, the Committee’s obliga- 
tion is identical. Its sole function 
will be to serve the investors whom 
they wish to represent and to conduct 
their activities with an eye single to 
their best interests. 

In the face of these considerations, 
we find it difficult to justify the ac- 
tion of the Committee in retaining 
three separate legal counsel. A mullti- 
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plicity of counsel would under any 
circumstances have little to recom- 
mend it, involving as it inevitably does 
a wasteful duplication of time and ef- 
fort. This in turn becomes translated 
into increased claims for fees and ex- 
penses which are ordinarily assessed 
as a prior charge against the de- 
pleted assets available for security 
holders. 

It is clear from the record that the 
only important work to be performed 
by the Committee will consist of an 
attempt to establish the right of their 
class of security holders to participate 
in the ultimate plan for reorganization 
of the Associated system as creditors 
of Associated Gas and Electric Com- 
pany. This is so since the securities 
they now own are by their terms jun- 
ior to the claims of fixed interest de- 
benture holders of Associated Gas and 
I“lectric Company ; and no appreciable 
participation in the eventual reorgani- 
zation can easily be foreseen for them 
unless they can establish some legal 
or equitable claim to treatment at least 
on a parity with the fixed interest de- 
benture holders. It is plain that a 
determination of these questions must 
be accomplished in the reorganization 
court and probably only through the 
prosecution of litigation in that court. 
This the Committee concedes. Un- 
der the special circumstances of this 
case, therefore, the proposed multi- 
plicity of counsel seems especially un- 
justified. 

The reorganization proceedings are 
now pending in the United States dis- 
trict court for the southern district of 
New York. The district judge and 
the bankruptcy trustees of both Asso- 
ciated Gas and Electric Company and 
Associated Gas and Electric Corpora- 
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tion are al! located in New York city. 
Substantially all important activities 
in connection with the reorganizations 
are centered there. Court hearings on 
all matters connected with the reor- 
ganization and, of course, court hear- 
ings in connection with the specific 
matters with which this Committee 
will be primarily interested will take 
place in the Federal courthouse in New 
York city. Litigation of the kind this 
Committee will be interested in if in- 
stituted will doubtless require extended 
court hearings. 

The Committee appears to have rec- 
ognized this in employing its New 
York city counsel, Davies, Auerbach, 
Cornell & Hardy, who are apparently 
expected to undertake the full burden 
of appearing for the Committee in 
the court proceedings. It is not con- 


templated that the two other counsel 
from upstate New York, who had pre- 


viously acted as counsel to the Com- 
mittee, are to do anything of signif- 
cance in connection with these pro- 
ceedings. 

The upstate counsel, Messrs. Lee 
and Auerbach, conduct their law prac- 
tice in Binghamton, Norwich, and 
Syracuse, New York, areas which are 
at a distance from the forum in which 
the security holders’ interest will be 
resolved. Although the type of work 
which upstate counsel will perform 
was not fully developed in the record, 
it seems thus far to have consisted 
largely in maintaining contact with 
security holders, many of whom 
reside in upstate localities. This is 
the type of activity, however, that 
would normally be performed by com- 
mittee members or by a competent sec- 
retary. It hardly justified employ- 
ment as counsel. 
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Under the circumstances it seems 
plain that the proposed Committee’s 
multiplicity of counsel, two of whom 
could not in any event render any ap- 
preciable legal service to the security 
holders, is not in their interest and 
should not be permitted. 


Conclusion 
On the basis of the record we con- 


clude that: 

(1) There exists a material conflict 
of interest between the different classes 
of security holders proposed to be rep- 
resented by the Committee ; and 

(2) The retention of three sepa- 
rate counsel, as proposed by the Com- 
mittee, is not in the best interest of 
security holders nor in the public in- 
terest. 

An appropriate order will issue 
denying the application to represent 
several classes of security holders and 
refusing to permit the declaration to 
become effective. 


APPENDIX A 
Principal Per 
Amount of Cent 
Outstanding of 
Securities Total 
6% Convertbile debenture 
certificates 
Series A—1925 
Series A—1929 
Series B—1929 
Series C 
Series D 
Series E 
Series B—1927 
1931 Series 102,600 
Total 6% Convertible de- 
benture certificates .. $3,747,200 
64% Convertible debenture 
certificates 
Series B, Manila 
Series C, Manila 


22,500 


Total 64% Convertible de- 
benture certificates .. 


6% Convertible debenture 
obligations 
Series F 


Total Conv. debenture cer- 
tificates and conv. deb. 
OEMS ecco picicseslenas 


6% Interesi-bearing option 
warrants 


Convertible certificates 
ihe 


Total Convertible certifi- 
cates 


Convertible obligations 
5% 


Total Convertible obliga- 


Convertible obligations due 
February 15, 2002, 
series A 


Total Conv. obligations 
due Feb. 15, 2002 ... 


Convertible obligations due 
March 1, 2002 
6% Series A 
6% Series B 


Total Conv. obligations 
due March 1, 2002 .. 


Total Convertible obliga- 
tions due 2002 ...... 


Grand Total 


$8 Interest-bearing 
allotment certificates 

$1.60 Interest-bearing 
allotment certificates 


$44,550 
$11,000 


$3,802,750 
$5,300 


$69,900 
11,000 
23,400 
1,200 


$105,500 


$498,600 
3,500 
8,700 
176,800 
163,200 


$850,800 


$17,521,800 
357,393 
1,157,400 
3,462,950 


$22,499,543 


$24,694,241 
1,653,500 


$26,347,741 


48,847,284 


$53,611,634 


4,734 Certificates 
6,328 s 
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Maturity 


6% Convertible oo certificates 
Series A of 192 
Series A of 1929. 
Series B 
Series C 
Series D 
Series E 
Series B of 1927 
Series 1931 
6% Convertible debenture obligations 
Series F 
64% Convertible debenture certificates 
Series B, Manila 
Series C, Manila 
63% Interest-bearing option warrants 
$8 Interest-bearing allotment certificates .. 
$1.60 Interest-bearing allotment certificates 
Convertible certificates 


*No data submitted by applicants-declarants. 


Maturity 


1. None, but at option of Ageco 
after March 1, 2000. 

2. No provision of any kind. 

3. February 15, 2002. 

4. March 1, 2002. 


Interest 


5. Percentage or amount indicated. 

6. Same provisions as 6, except 
that interest is not payable if interest 
on senior obligations has not been 
paid. 

7. Same provisions as 7, except 
that, in addition interest payable only 
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Terms of 
Priority 
Terms of or Subor- 


Principal 
Conversion dination 


Interest Payable 


wn 
loo oke He oRoke ches) 


annum 


ANNAN 


6 
6 
6 
6 
6 
Z 
7 
7 
7 
7 
7 


if dividends are convertible, except 
that the board of directors by special 
action may declare such interest. 


Principal Payable 


8. When (a) interest default of 
120 days, or (b) company adjudicated 
insolvent, or (c) voluntary or involun- 
tary petition of bankruptcy is filed, or 
(d) all the assets of Ageco are sold 
or transferred, unless the transferee 
assumes the obligations and provisions 
contained in this debenture. 

9. Same as 11, except that in addi- 
tion to assuming obligations in case 
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of transfer or sale of assets, the com- 
pany must give the debenture holder 
notice of the proposed sale so that the 
holder may if he desires exercise his 
conversion privilege. 

10. Same as 12, except that in case 
of interest default of 90 days, prin- 
cipal should become payable and the 
company must be adjudicated insol- 
vent or bankrupt in order for prin- 
cipal to become payable. 

11. Same as 11, except that in no 
event may principal be paid if there is 
default on the senior obligations and 
except that the majority of holders 
must give notice to the company be- 
fore such principal becomes payable. 

12. No provision, other than con- 
version. 


Terms of Conversion 


13. At the option of the registered 


holders up to December 31, 1932, into 
fully paid and nonassessable shares of 
Class A stock, but in no event shall 
the certificate be convertible into Class 
A stock after (a) the date when the 
principal is payable (b) the debentures 
called for redemption (c) on notice 
to the stockholders of a proposed meet- 
ing to act upon a consolidation, merg- 
er, sale, or conveyance of the com- 
pany or substantially all its assets: 

At the company’s option into (a) 
fully paid and nonassessable shares of 
the company if it is not then in de- 
fault in payment of dividends upon its 
then outstanding preferred stock or 
(b) into fully paid and nonassessable 
shares of Class A stock; 

It is provided: “In the event that 
the company shall mail notice of con- 
version then from and after 
the date fixed for such notice of con- 
Version interest shall cease to accrue 
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hereon unless the company shall upon 
the presentation and surrender here- 
of fail to consummate such conver- 
sion. The mailing by the company as 
above provided of notice of conversion 
shall ipso facto operate as a conver- 
sion of this certificate on the date of 
conversion fixed on such notice into 
shares of said preferred stock or of 
said Class A stock as the case may be 
of the company ... .” 

14. Same as 13, except (a) by hold- 
er until December 31, 1933, (b) no 
time limitation upon the company’s 
option. 

15. Same as 13, except that com- 
pany has option to convert into $6 
dividend series preferred stock and 
only if there is no dividend default on 
this stock. 

16. Same as 15, except that at the 
option of the company, int. 6 per cent 
dividend series preferred stock. 

17. Conversion at the company’s 
option int. $7 dividend series preferred 
stock, only if the company is not in de- 
fault in paying dividends on such 
stock. No conversion can take place 
(a) if the principal is payable (b) 
the debenture called for redemption 
(c) after notice of the stockholders’ 
meeting to act on the proposed merger. 

Such provisions applicable to com- 
pany as well as to holder. 

18. Same as 13, except that the 
company’s option is to convert into 
6 per cent cumulative preference stock 
and this option becomes ineffective up- 
on the dividend default of such stock. 

19. Convertible at option of com- 
pany into dividend series preferred 
stock using same percentage as the 
security bears, provided, however, 
there is no default on such stock. 

20. Same as 19 except that (a) 
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there must be no default on the stock 
into which these obligations are con- 
vertible and (b) the principal must not 
have become payable. 

21. On or after September 1, 1926, 
or earlier at option of company, to re- 
ceive for each warrant either $100 
principal amount of 6 per cent con- 
vertible debenture bonds or one share 
of $6.50 preferred stock (at option 
of holder, under certain circum- 
stances) and, in either case, 4 share 
of common stock of Ageco. 

22. At option of company to de- 
liver to each allotment certificate holder 
shares of common stock Class A of 
General Gas and Electric Corporation, 
percentages of shares of Ageco, and a 
number of purchase stock rights or 
warrants of the company. The reg- 
istered holder also had the option to 
receive at any time after July 1, 1930, 
in the case of the $8 allotment cer- 
tificate (a) $120 principal amount of 
5 per cent convertible debenture bonds 
due 1965 or (b) $100 principal 
amount of such debenture bonds and 
either scrip for + shares of $5.50 
dividend series preferred stock of 
Ageco or 5 stock purchase rights of 
Ageco. In the case of the $1.60 in- 
terest bearing allotment certificate 
holders, after January 15, 1931, the 
holder of each of these could obtain 
(a) $30 principal amount of the 1965 
convertible debenture bonds or (b) 
$27 principal amount 6 per cent con- 
vertible debenture certificate, series B, 
1929, of Ageco. 


Terms of Subordination or Priority 


23. None. 

24. The obligations are subordinate 
to all bonds, debentures, and other in- 
debtedness of Ageco existing at the 
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time or thereafter created and out. 
standing except (1) the obligations of 
this issue and (2) indebtedness or ob- 
ligations convertible at the option of 
Ageco into stock of Ageco of any 
class or subordinated by their terms to 
other indebtedness or obligations of 
Ageco. 
ORDER 

Jesse Jacobs, Paul Shipman An- 
drews, and Daniel J. McCormack, as 
a protective committee for holders of 
certain securities of Associated Gas 
and Electric Company, a registered 
holding company, having filed an ap- 
plication and declaration, pursuant to 
the Public Utility Holding Company 
Act of 1935 and particularly § 12(e) 
and Rule U-62 thereunder, for per- 
mission to solicit authorizations from 
more than one class of securities of 
said Associated Gas and Electric Com- 
pany, and with respect to such solici- 
tation in connection with the reorgani- 
zation proceedings of said company 
and its subsidiary, Associated Gas and 
Electric Corporation, which reorgani- 
zation proceedings are now pending 
before the United States district court 
for the southern district of New York; 

Public notice and opportunity for 
hearing with respect to said applica- 
tion and declaration having been duly 
given, a hearing having been held on 
said application and declaration, re- 
quest for findings of fact, briefs, and 
oral argument having been waived, 
and the Commission having this day 
made and filed its findings and opinion 
herein; 

It appearing to the Commission that 
the proposed solicitation of security 
holders by said Jesse Jacobs, Patt 
Shipman Andrews, and Daniel J. Mc- 
Cormack, as a protective committee as 
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aforesaid, would not be in the public 
interest and would be detrimental to 
the interests of investors, and Com- 
mission therefore deeming it necessary 
and appropriate to deny the permis- 
sion to solicit authorizations as afore- 
said and to order that said declaration 
shall not become effective ; 


It is therefore ordered that the ap- 


posing to represent security holders of 
Associated Gas and Electric Company, 
for permission to solicit authorizations 
from more than one class of security 
holders be and is hereby denied ; and 
It is further ordered that the afore- 
said declaration of Jesse Jacobs, Paul 
Shipman Andrews, and Daniel J. Mc- 
Cormack, as a protective committee 


as aforesaid, shall not be permitted to 
become effective, and no solicitation 
shall be made under said declaration. 


plication of Jesse Jacobs, Paul Ship- 
man Andrews, and Daniel J. McCor- 
mack, as a protective committee pro- 
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Re Union Grove Telephone Company 


[2-U-1757,] 


Expenses, § 141 — Telephone company — Maintenance. 
1. An estimate of maintenance expense per telephone station amounting 
to $4.28 for labor and $2.93 for other expenses, making a total of $7. 21 
per station, was held to be abnormally high in comparison with main- 
tenance expense of other companies of the same class averaging $2.49 for 
labor and $1.55 for other expense, making a total of $4.04 per station, 
p. 285. 


Depreciation, § 77 — Telephone property. 
2. Depreciation expense of a telephone company amounting to about 4 per 
cent of gross property and plant, after inclusion of net additions resulting 
from installation of a proposed aerial cable, was approved, p. 286. 


S 28 — Rate base — Net book value. 

3. Net book value, representing gross book value of property and plant 
less accumulated depreciation reserve, was used as the estimated rate- 
making value of telephone property, where the company contended that 
certain of the property was old and worn out while other property was 
inadequate, p. 286. 


Valuation, § 


Valuation, § 225 — Contemplated additions. 


4. Consideration should be given to the amount which will reasonably be 
invested in the near future in determining the rate base, but consideration 
should not be given to proposed additional investment necessary to make 
an installation for which approval of the Commission must be obtained be- 
fore a change of equipment can be made, p. 286. 
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Return, § 111 — Telephone company. 


5. A return of approximately 6 
case, p. 287. 


per cent was allowed in a telephone rate 


Expenses, § 143 — Telephone companies — Amount per station. 
Discussion of maintenance, traffic, and general expense per telephone sta- 
tion, with comparisons for other companies, p. 285. 


[November 28, 1941.] 


PPLICATION by telephone company for authority to revise 
yi \ rates; higher rates authorized. 


By the Commission: On August 
2, 1941, the Union Grove Telephone 
Company informed the Commission 
that it proposed to revise its schedule 
of rates. Because the revision re- 
sulted in increases a hearing was es- 
sential. 


APPEARANCES: Union Grove 
Telephone Company by Harvey A. 
Nelson, President, Edward H. Skewes, 
Secretary, Charles Crane, Director, 
and Frank M. Clark, Accountant, 
Madison. Of the Commission staff: 
K. J. Jackson, Rates and Research 
Department. 


The present and proposed monthly 
rates for the principal classes of serv- 
ice of the applicant are those set out 
in the table below: 


Proposed 
Gross Net 
$3.25 $3.00 
3.00 2.75 
2.50 2.25 
2.50 


2.25 
229 2.00 
2.00 


1.75 
2.00 1.75 
.50 


10.50 


Present 
Gross Net 
$2.25 

2.00 


Class of service 
Business, one-party .. $2.50 
Business, two-party.. 2.25 
Business, four-party.. 2.00 
Residence, one-party 2.00 
Residence, two-party 1.75 
Residence, four-party 1.50 
Rural, twelve-party.. 1.58 
Extension telephone 

service 
Seasonal service, per 


8.00 


Applicant gives as its reasons for 
desiring to increase rates the facts 
that much of its property has to be re- 
placed because of its age and that 
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the community served is asking for 
more and improved service. Subse- 
quent to the hearing and at the re. 
quest of the Commission staff, there 
was submitted an estimated income 
account reflecting the future revenues 
and expenses of the company. Table 
I shows the income accounts of the 
company for the years 1938, 1939, 
and 1940, as submitted in its annual 
reports, together with a statement of 
the first eight months of 1941, pro- 
jected to cover the full year of 1941, 
and the company’s estimate of future 
revenues and expenses: [Table omit- 
ted. ] 

Careful consideration has been giv- 
en to the proposed estimates. 

An estimate of $12,880.50 is made 
for future local service revenues based 
upon the applicant’s proposed increased 
rates to the total stations and equip- 
ment in service as of August 31, 1941. 
Future toll service revenues are esti- 
mated at an amount which would be 
obtained by projecting the figures for 
the first eight months of 1941 toa 
yearly basis. 

Miscellaneous operating revenues 
are estimated on the basis of the ex- 
perience of the company in 1938, 1939, 
and 1940. The deduction of uncol- 
lectible operating revenues is approxi- 
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RE UNION GROVE TELEPHONE CoO. 


mately one-half of 1 per cent of the 
total estimated future revenues. The 
total revenues under the proposed rates 
would produce annual revenues of ap- 
proximately $15,919. 

The applicant forecasts that annual- 
ly hereafter total maintenance expense 
will be about $813 more than in 1940, 
and $2,063 more than in 1939, re- 
sulting chiefly from increased labor 
repair costs. Apparently, the compa- 
ny contemplates the hiring of addi- 
tional maintenance men. 

Comparison of the forecast with 
the actual figures for the three years 
1938, 1939, and 1940, together with 
actual figures for a portion of 1941 
combined with an estimate for the re- 
mainder of the year is shown in Table 
II below: 


company’s forecast, is $4.28 for labor 
and $2.93 for other expenses, making 
a total of $7.21 per station. Nothing 
in the situation relating to the service 
of the applicant discloses any reason 
why future maintenance should be 
$7.21 per station. For the purposes 
of consideration of this application, we 
consider it fair that an allowance for 
annual future maintenance expense not 
to exceed $3,600 be allowed. Even 
this amount is about $1 per station 
higher than the average cost of the 
13 class C companies compared above. 

The traffic expense of the company, 
as shown by its annual reports, is as 
shown in Table I. The company pre- 
dicts $4,619 for total traffic expense 
annually. 

Again a comparison of this esti- 


TABLE II 


Repair labor 

Repair materials and supplies 
Other maintenance expense 
Station removals and changes 


1938 1939 1940 
$1,338.81 $1,485.74 $1,982.95 $1,569.96 $2,600.00 
386.25 162.38 608.98 


1941 
Partially Company 
Estimated Forecast 


408.30 
668.13 
119.04 


700.00 
925.00 
150.00 


565.41 
98.64 


873.61 
96.00 





Total Maintenance Expense 

[1] We believe that the estimated 
future maintenance expense is ab- 
normally high. In order to test the 
reasonablenss of the company’s esti- 
mate, we have compared it with the 
available maintenance expense of 13 
class C companies, inclusive of the 
applicant, and similar in size. This 
comparison is shown below: 


Maintenance Expense 
Per Station 
Other Labor Total 
Average, 13 Class C 
Companies 500-700 Sta- 
tions, 1938, 1939, 1940 $1.55 $2.49 $4.04 
Union Grove Telephone 
Co., 1938, 1939, 1940.. 2.10 281 4.91 


Estimated future maintenance ex- 
pense, per station, on the basis of the 
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$2,524.20 $2,312.17 $3,561.54 $2,765.43 $4,375.00 


mated traffic expense with the average 
of three years of the 13 class C com- 
panies, shows that even now the traffic 
expense of $6.98 per station is higher 
than the average of $5.63. Assuming 
that the applicant’s estimate of $4,619 
is correct, its total traffic expense 
would be $7.61 per station. 

In 1929, with seventy more sub- 
scribers than it now has, the company 
employed the same number of oper- 
ators as it does at present. Why the 
applicant should now seek to increase 
its traffic force and thus increase its 
per-station expense is difficult to un- 
derstand, unless the use of the service 
by subscribers has materially changed 
during the past twelve years. 
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The president of the company has 
testified that subscribers are demand- 
ing better service, to render which it 
will be necessary to add an operator. 
In our computations, we have assumed 
that the better service demanded neces- 
sitates the increase of traffic expense 
to $4,619. 

The general expense to the compa- 
ny will be increased by a proposed in- 
crease of about $1,000 per year in 
general office salaries. Another in- 
crease will occur by reason of a change 
from quarterly to monthly billing. 

Again, comparison with the 13 class 
C companies serving between 500 to 
700 stations shows that the 3-year 
average general expense per station 
was $3.87 and that the application of 
the proposed increases would bring its 
general expense per station for the 
future to $5.88. We have considered 
the additional cost of monthly billing, 
including labor, postage, office sup- 
plies, etc., and believe that the general 
expense of $2,845 per year will be rea- 
sonable. This compares with the com- 
pany’s forecast of $3,570. Even with 
allowance of this amount for future 
annual general expense, the amount per 
station would be $4.69, compared to 
the average of the other 13 class C 
companies of $3.87. 

Below is summarized, on a per-sta- 
tion basis, the maintenance, traffic, and 
general expense of the applicant, with 
the comparisons and the staff recom- 
mendations : 


Maintenance, 
Traffic and 
General Expense 
per Station 
Other Labor Total 
Average, 13 class C com- 
panies, 500-700 stations, 
1938, 1939, 1940 
Union Grove Company, 
1938, 1939, 1940 


41 PUR(NS) 


$9.63 $13.54 
3.90 11.33 15.23 


Estimated future expense 
(company ) 

Recommended future ex- 
pense allowance (staff) 5.44 


5.73 14.97 20.7 


12.79 1823 
[2] Depreciation expense in the 
amount of $1,900 is about 5 per cent 
of the gross property and plant in 
service as of December 31, 1940, 
However, if the company adds the 
aerial cable, which it now anticipates 
installing, a depreciation expense al- 
lowance of $1,800 a year does not ap- 
pear to be unreasonable. That amount 
will be about 4 per cent of gross prop- 
erty and plant, after the inclusion of 
net additions resulting from the in- 
stallation of the proposed aerial cable. 
Tax expense of $900 is subject to 
adjustment and is dependent upon ad- 
ditional gross revenue and income tax- 
es. Considering the proposed increase 
in revenue, total taxes would amount 
to approximately $1,200 per year. 
As adjusted the income account of 
the company is as follows: 
Estimated Income Account 
Operating Revenues 
Local service revenues 


Toll service revenues 
Miscellaneous operating revenues 


$12,880.50 
3,108.54 
10.00 


$15,999.04 
80.04 


Total : 
Deduct: Uncollectible operating 
revenues 


Total Operating Revenues $15,919.00 

Operating Expenses 
Maintenance expense $3,600.00 
Traffic expense 4,619.00 
General expense 2,845.00 
$11,064.00 


1,800.00 


Depreciation expense 
: . 1,200.00 


ORES ris yieaca ciao swnwewere 


$14,064.00 
$1,855.00 


Total Operating Expenses 

Net Operating Revenue 
[8, 4] The company’s Exhibit | 
shows that as of August 31, 1941, the 
company had recorded as gross book 
value of property and plant, the 
amount of $41,353, against which had 
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RE UNION GROVE TELEPHONE CO. 


been accumulated a depreciation re- 
serve of $18,473, leaving a net book 
value of $22,880. We consider that 
the net book value may reasonably be 
used as the estimated rate-making val- 
ue of this property in that the com- 
pany contends that certain of the prop- 
erty is old and worn out while other 
property is inadequate. The deduction 
of the depreciation reserve indicates 
accrued depreciation of approximately 
45 per cent. The applicant estimates 
that an additional investment of $4,- 
100, exclusive of labor costs, must be 
made during the next two or three 
years. This includes the installation 
of a new switchboard, station appa- 
ratus, and outside plant. We must 
give consideration to the amount 
which will reasonably be invested in 
the near future and we believe that an 
additional net amount of $2,500 
should be included as the estimated 
amount of additional investment and 
installation labor cost necessary to 
complete needed outside plant improve- 
ments. We may not, however, give 
consideration to the proposed addi- 
tional investment necessary to install 
a new switchboard and _ associated 
equipment in that approval of the 
Commission as provided in General 
Order 2-U-—52 must be obtained be- 
fore a change of central office equip- 
ment can be made. Considering work- 
ing capital at $2,300, a rate base of 
$27,700 is indicated to be reasonable. 
[5] Relating the estimated net op- 
erating revenue of $1,855 to this rate 
base, indicates that the company would 
earn a return of approximately 6.7 per 
cent. If residential rates lower than the 
company proposed are prescribed, a re- 
turn of approximately 6 per cent will 
be obtained. This appears reasonable. 


Finding 

The Commission finds: 

That the present rates of the Union 
Grove Telephone Company are in- 
sufficient and that reasonable and suf- 
ficient rates for application on and aft- 
er January 1, 1942, are those set out 
in the order herein. 


ORDER 

It is therefore ordered: 

That the Union Grove Telephone 
Company be and is hereby authorized 
and directed to cancel its now effective 
rates and substitute in lieu thereof the 
following monthly rates, schedules, 


and rules to become effective on and 
after January 1, 1942: 


Per Month 
Class of Service Gross Net 
Applicable within corporate limits 
of Union Grove 
Business, one-party 
Business, two-party 
Business, four-party 
Residence, one-party 
Residence, two-party 
Residence, four-party 
Rural, twelve-party, outside cor- 
porate limits of Union Grove.. 
Extension telephone service 
Seasonal service, per year in ad- 
vance 
Extension bell service 
Joint user service 
Billing and Discount Rule 
Subscribers shall be billed in advance for 
the current month at the gross rate; and when 
gross and net rates are quoted the difference 
between the gross and net will be allowed as 
a discount on all bills paid on or before the 
20th of the month for which bills are ren- 
dered. After the 20th of the month the gross 
rate will apply. 
Disconnect Rule 
When bills are not paid by the 25th day of 
the current month written notice will be giv- 
en the subscriber that his service is subject 
to suspension and unless the gross amount 
due on the current bill is paid by the end of 
the month, service may be suspended without 
further notice. 


All rates, rules and regulation not 
specifically changed by this order to 
remain in effect. 
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SECURITIES AND EXCHANGE COMMISSION 


Re Great Lakes Utilities Company et al. 


[File No. 70-359.] 


Re Iowa Public Service Company 


[File No. 70-409.] 
[Release No. 3207.] 


Consolidation, merger, and sale, § 59.2 — Profit on assignment of contract — Hold- 


ing company. 


A payment by a holding company to third parties for their assignment of 
a contract to purchase properties from another holding company system 
may be permitted where direct negotiations between the vendor companies 
and the purchaser have extended for over a year, negotiations have proved 
unsuccessful, neither party has felt that they could be successfully resumed, 
and the assignors have negotiated a contract which the companies them- 
selves were unable to conclude, although ordinarily payments of this nature 
are regarded as unnecessary since transactions of the type involved seem 
readily susceptible of economic and expeditious settlement directly between 


buyer and seller. 


[December 22, 1941.] 


ECLARATIONS and applications relating to transfer of public 
D utility properties under §§ 10 and 12 of the Holding Com- 
pany Act; approval granted subject to terms and conditions. 


APPEARANCES: Ralph T. McEI- 
venny, Francis H. Baldy, Robert F. 
Reaney, and John O. Honnold, Jr., of 
the Public Utilities Division of the 
Commission; Drinker, Biddle & Reath, 
by Thomas Reath, for Great Lakes 
Utilities Company, LeMars Gas Com- 
pany and Independence Gas Company. 


By the Commission: Great Lakes 
Utilities Company (herein called 
“Great Lakes”) is a registered hold- 
ing company; LeMars Gas Company 
(herein called “LeMars”) and Inde- 
pendence Gas Company (herein called 
41 PUR(NS) 


“Tndependence”) are wholly owned 
subsidiaries of Great Lakes which op- 
erate gas properties in and around Le- 
Mars, Iowa, and Independence, Iowa. 
Great Lakes, LeMars, and Independ- 
ence filed a declaration and amend- 
ments thereto under § 12 (d) of the 
Public Utility Holding Company Act, 
15 USCA § 79] (d), and Rule U-+4 
promulgated thereunder regarding the 
proposed sale to Polk-Peterson Corpo- 
ration and Carleton D. Beh Company 
of substantially all of the assets of Le- 
Mars and Independence. 

A hearing on this declaration was 
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RE GREAT LAKES UTILITIES CoO. 


duly held after appropriate notice. At 
the hearing counsel for declarants 
stated that he reserved the right to at- 
tack the jurisdiction of the Commis- 
sion over the proposed sale and there- 
after filed a motion to dismiss the dec- 
ration on such ground. This mo- 
tion was later withdrawn. 

Subsequently, Carleton D. Beh 
Company and Polk-Peterson Corpora- 
tion purported to assign to Iowa Pub- 
lic Service Company (herein called 
the “Iowa Company”) their interest 
in the contract to purchase the said 
assets. The Iowa Company has filed 
an application and amendments there- 
to under § 10 of said act, 15 USCA 
§ 79j, regarding acquisition of the as- 
sets. 

A hearing on this application was 
likewise held after appropriate notice. 
The Commission having considered 
the records in both matters, and deem- 
ing it appropriate to deal with them 
concurrently, now makes the follow- 
ing findings : 

Great Lakes, a corporation organ- 
ized under the laws of Delaware, di- 
rectly controls, in addition to the two 
subsidiaries involved in the present 
case, subsidiaries operating widely 
scattered gas properties in South Da- 
kota, Ohio, Michigan, Illinois, and 
Virginia. The properties of LeMars 
and Independence are not adjacent to 
or interconnected with any of the oth- 
tt gas systems controlled by Great 
Lakes; sale of these assets, therefore, 
constitutes a step toward compliance 
by Great Lakes with the standards of 
$11 (b) (1) of the Public Utility 
Holding Company Act, 15 USCA 
§ 79k (b) (1). 

The Iowa Company, Incorporated 
under the laws of Delaware, is a reg- 
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istered holding company ' and a sub- 
sidiary of Sioux City Gas and Electric 
Company, also a registered holding 
company. The Iowa Company also 
owns and operates facilities for the 
production and distribution of electric- 
ity and gas in the western and north 
central part of Iowa. For the twelve 
months ended July 31, 1941, the Iowa 
Company had gross operating reve- 
nues of $5,595,877, and corporate net 
income, after deduction of operating 
expenses, taxes, interest, and amorti- 
zation charges, of $728,856. The 
gross utility plant account of the Iowa 
Company as per books at July 31, 
1941, amounted to $31,650,001, of 
which $28,446,324 consisted of tan- 
gible property and $3,203,677 of in- 
tangibles. Depreciation reserve ac- 
count amounted to $3,536,719. Cur- 
rent assets (less applicable reserves) 
were $1,713,083 and current liabili- 
ties were $1,564,077, resulting in net 
working capital of $149,006. 

The assets which are the subjects 
of the application and declaration in- 
clude all of the utility properties of Le 
Mars and Independence, consisting of 
the natural gas distribution system lo- 
cated at LeMars, Iowa, and the gas 
plant and distribution system located 
at Independence, Iowa. The proper- 
ties are in the vicinity of other gas 
utility properties operated by the Iowa 
Company and its parent, Sioux City 
Gas and Electric Company, and are 
near main offices of the lowa Com- 
pany, where experienced operating or- 
ganizations are maintained. Com- 





1 The Iowa Company has one wholly owned 
subsidiary, Nebraska Public Service Company, 
which operates gas utility properties solely 
within the state of Nebraska, and it also owns 
approximately 14.32 per cent of the voting 
stock of its parent, Sioux City Gas and Elec- 
tric Company. 
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pared with the total assets of the Iowa 
Company the properties are small. 
The Iowa Company also will acquire 
all the net current assets of LeMars 
and Independence. 


As consideration for the above as- 
sets, the lowa Company will pay Le- 
Mars $70,000 and Independence $55,- 
000, a total of $125,000, plus the 
amount of the net current assets of 
LeMars and Independence as of July 
31, 1941,? adjusted to the date the 
transaction is consummated, and will 
assume the current liabilities of the 


LeMars 
$38,449 
32,034 
822 
1,900 


$34,756 


~ $3,693 
(70) 


$3,623 


Gross operating revenues 

Operating expenses and taxes 

IND BEIN ENE TCES> s3i955;6.0:0.0 cereisies o'e's 80 w0'e:s 
Depreciation 


Total expenses 


Operating profit 
Net nonoperating income 


Gross income 


vendor companies except those owing 
to affiliates of the vendors. 

The property accounts of LeMars 
and Independence were recorded as of 
June 30, 1941, at $255,559 and $177,- 
242, respectively, a total of $432,802. 
The books showed reserves for de- 
preciation of $11,052 and $22,052, re- 
spectively, a total of $33,104. At the 
hearing evidence was introduced*® in- 
dicating that the above property ac- 
counts included write-ups of $140,465 
for LeMars and $91,511 for Inde- 
pendence, a total of $231,976. It also 
appeared that the property account for 

2As of July 31, 1941, LeMars had current 
assets totaling $10,517 and current liabilities 
of $13,040; Independence had current assets 
$5 oe and current liabilities totaling 


8 Commission’s Exhibit No. 10, File No. 
70-359. 
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LeMars included intangibles of $1, 
131. After making the above adjust. 
ments, the net book values of the prop- 
erties of LeMars and Independence 
are $102,911 and $63,680, respective. 
ly, a total of $166,591. 


The earnings of the properties to 
be acquired, as per the books of Le- 
Mars and Independence for the twelve 
months ended July 31, 1941, and also 
as estimated by the Iowa Company 
for the same period to give effect to 
the purchase by the Iowa Company, 
are as follows: 


Pro Forma Giving 
Effect to Acquisition 
LeMars Independence 
$38,449 $25,682 

31,160 


Actual 

Independence 

$26,134 

22.219 

504 

1,200 

$23,923 

~ $2,211 

1,171 


$3,382 





$33,760 





$4,689 
538 





$5,227 


It may be noted that a purchase 
price of $70,000 for the LeMars prop- 
erties constitutes capitalization of ac- 
tual gross income for the twelve 
months ended July 31, 1941, at ap- 
proximately 5.18 per cent, and that a 
purchase price of $55,000 for Inde- 
pendence constitutes capitalization of 
gross income at approximately 6.15 
per cent. 

It is stated that the increase in the 
operating profit expected to result 
from the operation by the Iowa Com- 
pany is primarliy caused by the fact 
that the Iowa Company has available 
an experienced management and op- 
erating personnel, including personne 
now located at LeMars, Iowa, engaged 
in operating the electric and wattt 
properties which it owns in that com 
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munity, and that this staff, with but 
a few additions, will be able to oper- 
ate the properties now being ac- 
quired. Gradually increasing reve- 
nues are expected from the LeMars 
properties as a result of the recent in- 
troduction of natural gas to that com- 
munity. Moreover, the Iowa Com- 
pany has indicated that it will make 
needed improvements in the proper- 
ties over a period of years, which it is 
estimated will tend gradually to in- 
crease gross income. In view of all 
the circumstances, including the fact 
that the transaction appears to have 
been negotiated at arms’ length, we do 
not feel that the proposed considera- 
tion is unreasonable.* 

Great Lakes, LeMars, and Inde- 
pendence have estimated that their ex- 
penses and attorneys’ fees in connec- 
tion with this transaction will not ex- 
ceed a total of $2,500 and the Iowa 
Company has estimated that its ex- 
penses will not exceed $2,000. These 
amounts do not appear to be unreason- 
able. 

In addition to the above expenses, 
the Iowa Company proposes to pay 
Polk-Peterson Corporation and Carle- 
ton D. Beh Company a total of $2,- 
500 for their assignment of the con- 
tract to purchase the LeMars and In- 
dependence properties. We would 
ordinarily regard payments of this na- 
ture as unnecessary since transactions 
of the type here involved seem readily 


susceptible of economic and expedi- 
tious settlement directly between buy- 
er and seller. However, there appears 
to be some justification for the pay- 
ment in this case. The record indi- 
cates that direct negotiations between 
the vendor companies and the Iowa 
Company had extended for over a 
year, that these negotiations had 
proved unsuccessful, that neither par- 
ty had felt that they could be success- 
fully resumed, and that the assignors 
had negotiated a contract which the 
companies themselves were unable to 
conclude. The record also shows that 
the assignors incurred out-of-pocket 
expenses in connection with the trans- 
action, totaling $756.61. Under the 
particular circumstances of the case, 
we shall approve the $2,500 payment. 

We see no occasion for making any 
adverse findings under § 10(b) or 
§ 10(c) (1) and we find that the trans- 
action involved will have the tendency 
required by § 10(c)(2).> Section 10 
(f) is not applicable, since there are 
no state laws governing the acquisi- 
tion. With respect to the sale of the 
properties, we find that the transac- 
tion will comply with the standards of 
§ 12(d) of the act, supra. 


Appropriate orders will issue per- 
mitting the declaration, as amended, 
to become effective, and granting the 
application, as amended, subject, how- 
ever, to the terms and conditions pre- 


scribed in Rule U-—24. 





* Although we find that $70,000 for LeMars 
and $55,000 for Independence bears a fair re- 
lation to the sums invested in and the earning 
capacity of the respective properties, the allo- 
cation of the total purchase price of $125,000 
was adopted arbitrarily by the parties and our 
approval herein is not a recognition that the 
adopted allocation is proper. 


5 Our finding in this regard should not be 
construed as any indication that the properties 
of the Iowa Company are all retainable or 
that they may be retained by the Iowa Com- 
pany’s parent, Sioux City Gas and Electric 
Company. As to these matters we reserve 
full jurisdiction. 
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CALIFORNIA RAILROAD COMMISSION 


Re Southern California Edison 
Company Limited 


[Decision No. 34641, 


Application No. 24304.] 


Discrimination, § 27 — Special rates to retain business. 
1. The fact that an industrial customer of an electric utility can generate 
at a low unit cost and that in order to continue to supply this load it is 
necessary for the utility to make available special contract rates does not 
necessarily establish the fact that such service is justified and beneficial to 


other customers, p. 293. 


Rates, § 303 — Fuel oil clause — Contracts. 


2. A fuel oil clause, common to 


practically all power rates and especially 


to those rates that approach actual generating cost, should be incorporated 
in a 5-year contract for electric service under special rates to an industrial 
customer, so as to provide for a change in the rates in accordance with 
changes in the market price of fuel oil, p. 294. 


Service, § 157 — Electricity — Use of surplus capacity — Contracts. 


Discussion of the omission from 


an industrial electric rate contract of any 


provision for discontinuance or cancellation if it develops that the utility 
is required to install new capital facilities to provide for the load, and 
further consideration of this fact with reference to future rate adjust- 


ments to other customers, p. 294. 


[October 7, 1941.] 


PPLICATION for approval 
granted. 


APPEARANCES: Roy V. Reppy, 
Gail C. Larkin, and B. F. Woodward, 
by B. F. Woodward, for applicant 
Southern California Edison Company 
Ltd; P. F. Breen, for The Flintkote 
Company. 


By the Commission: The South- 
ern California Edison Company, Ltd., 
hereinafter sometimes referred to as 
Edison, requests approval of a certain 
written agreement, made and entered 
into as of the 5th day of May, 1941, 
with The Flintkote Company, herein- 
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of industrial rate contract; 


¥ 


after sometimes referred to as Fiint- 
kote. The agreement, a copy of which 
is attached to and made a part of the 
application under the caption of “Ex- 
hibit A,” provides that Edison will de- 
liver and sell to Flintkote and Flint 
kote will purchase from Edison al 
electric energy required for Flintkote's 
Vernon factory operation during a > 
year period starting at the termination 
of the presently effective servic: 
agreement on the 31st day of March, 
1942. Flintkote is engaged in the 
manufacture of paper good products. 
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Some of the more important fea- 
tures of the agreement may be set 
forth as follows: 


Rates to be Charged 
Rate Schedule (A): 

First 300 kw. hrs. or less per month per kw. 
of billing demand $2.20 per kw.; 

Next 150 kw. hrs. per kw. of billing demand 
0.4¢ per kw. hr.; 

All excess kw. hrs. per month 0.3¢ per kw. 
hr. 

Optional Rate Schedule (B): 

6.5 mills per kw. hr. but not less than $2.25 
per month per kw. of maximum de- 
mand. 

Billing in any month shall be made under 
Rate Schedule “A” or Optional Rate 
Schedule “‘B,” whichever shall produce 
the lower bill. 


Minimum Charge: 

Three Hundred Thousand Dollars ($300,000) 
for a 5-year period. The minimum charge 
will be made accumulative over a 5-year 
period and shall be paid monthly at one- 
sixtieth of the total amount as it accumu- 
lates. 

The above rates are further sub- 
ject to a power factor discount, the 
maximum of which may not exceed 
10 per cent of the total bill. 

The record shows that because of 
Flintkote’s favorable power factor 
characteristics discounts in the past 
have averaged around 9 per cent. Fur- 
ther, that the present rate is that here- 
in designated as Optional Rate ‘“B” 
with a minimum charge of $150,000, 
which is made accumulative over the 
J-year period of the presently effec- 
tive agreement. The net billing for 
the twelve months ending December 
31, 1940, was $98,753 resulting in an 
average rate of 5.9 mills per kilowatt 
hour, 


An analysis of the application of 
the proposed new rate indicates that 
it will result in an expected reduction 
of 5 per cent in the Flintkote Com- 
pany’s billing under the same condi- 


tions of use. However, with the new 
Rate “A” it may be possible for a re- 
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duction as large as 10 per cent, if 
Flintkote increases its use as now con- 
templated. 

At the public hearing, heard before 
Examiner Wehe, in Los Angeles on 
August 28, 1941, testimony was in- 
troduced by applicant clearly showing 
that Flintkote was capable of installing 
and generating its own electrical re- 
quirements, due to the fact that large 
quantities of processed steam are re- 
quired in Flintkote’s production proc- 
esses, thus making possible the pro- 
duction of electrical energy as a by- 
product and, accordingly, at a low unit 
cost. It was applicant’s contention, 
because of this situation, that it was 
necessary, in the first instance, name- 
ly, 1939, to grant Flintkote the special 
rate that is now effective and, further, 
that in order to continue the service at 
the expiration of the present agree- 
ment in 1942 it was necessary to grant 
some further concession as provided 
in the agreement for which authoriza- 
tion is now requested. 

[1] The Commission is of the opin- 
ion that the record reasonably estab- 
lishes the fact that Flintkote can gen- 
erate at a low unit cost and, secondly, 
that in order to continue to supply this 
load it is necessary for Edison to make 
available the rates herein proposed. 
While this is true, this does not nec- 
essarily establish the fact that such 
service is justified and beneficial to 
Edison’s other customers. In this re- 
spect applicant presented testimony 
for the purpose of showing that while 
the rates accorded likely would not re- 
turn the full cost of rendering the serv- 
ice, nevertheless such rates would re- 
turn something more than the out-of- 
pocket costs; further, that the service 
would be beneficial inasmuch as it 
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would utilize a part of Edison’s sur- 
plus production capacity that it was 
required to carry to take care of emer- 
gency conditions and future growth. 

The Commission is not satisfied that 
the record satisfactorily established 
this latter claim and if it be assumed 
that it did, it is seriously questioned 
whether the conditions under which 
the agreement is made are flexible 
enough to permit the utilization of the 
so-called surplus production capacity. 
In this latter respect we refer to the 
lack of any provision in the agreement 
for a cancellation of the contract dur- 
ing the 5-year period nor a provi- 
sion for the temporary discontinuance 
of service if Edison’s other customer 
demands should require such a pro- 
cedure. The agreement likewise is 
silent as to any change in rates if the 
cost of fuel for electric generation 
should change. 

The Commission at this time is not 
disposed to require a modification of 
the agreement so as to provide for dis- 
continuance or cancellation of the serv- 
ice but if it develops, during the peri- 
od in which this agreement is effec- 
tive, that Edison is required to install 
new capital facilities to provide for a 
load such as will result from Flint- 
kote’s demands, then Edison may ex- 
pect that when the Commission re- 
views its earnings, in reference to rate 
adjustments to its other customers, 
that this fact will be given further 
consideration. 

[2] The Commission does believe, 
however, that it will result in no hard- 
ship on either the applicant or Flint- 


kote to require that there be incorpo- 
rated in the agreement a fuel oj! 
clause satisfactory to the Commission 
which will provide for a change in the 
rates charged for the electric service 
in accordance with changes in the mar- 
ket price of fuel oil. Such a clause js 


common to practically all power rates 
and especially to those rates that ap- 
proach the actual generating cost of 
rendering the service. 


ORDER 


A public hearing having been had 
in the above-entitled application and 
no one appearing to protest the grant- 
ing of the same, the matter having been 
fully considered and sufficient cause 
appearing therefor ; 

It is ordered that Southern Califor- 
nia Edison Company Ltd. is hereby 
authorized to render electric service to 
The Flintkote Company at the rates 
and under the terms and conditions set 
forth in the aforesaid agreement; pro- 
vided, that the agreement shall be 
modified to incorporate a fuel oil 
clause in accordance with the conclu- 
sions contained in the opinion preced- 
ing this order and, further, that the 
authority herein granted shall not be 
taken as limiting the Commission’s au- 
thority to modify or set aside said 
agreement by appropriate order. 

Southern California Edison Com- 
pany Ltd. shall file three copies of the 
agreement with the Commission, as 
modified herein, at least sixty days be- 
fore said agreement becomes effective. 

The authority herein granted shall 
become effective on the date hereof. 
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CALIFORNIA RAILROAD COMMISSION 


Re Southern Counties Gas Company 
of California et al. 


[Decision No. 24650, Application No. 24387.] 


Consolidation, merger, and sale, § 23 — Grounds for approval — Interconnected 
natural gas companies. 

Merger of two gas companies was held to be in the public interest where, 

because of construction of army cantonments in the territory of the com- 

pany to be merged, the local supply of natural gas would probably be in- 


1 had adequate and the surviving corporation would be called upon to supply 

and gas (as it had formerly supplied in large quantities), where the surviving 
corporation had loaned services of members of its staff to the other com- 

eal pany, where the management of the surviving corporation was familiar with 

been the properties and operation of the other company, and where upon con- 

cause summation of the merger the merged company would become an operating 
district of the surviving corporation. 

lifor- ate 

ereby [i Rates, § 207 — Unit for rate making — Natural gas utility — Merged companies. 

ice to Statement, in case relating to merger of natural gas companies, that where 

rates service areas of such companies are widely separated and the community of 
interests in these respective areas may be very limited, it may be necessary 

vin to consider the service areas separately in determining earnings, rates for 

hl service, and kindred matters, p. 297. 

. [October 7, 1941.] 

onclu- PPLICATION for authority to merge gas corporations; appli- 

reced- A cation granted. 

it the ¥ 

jot be APPEARANCES: LeRoy M. Ed- _ execute an agreement of merger sub- 

's au- @ wards, for applicants; Gilmore Till- stantially in the same form as the 

said MH man, Assistant City Attorney, and K. agreement of merger filed in this pro- 

Charles Bean, Chief Engineer, Board ceeding as Exhibit E. Under the 

Com- Hf of Public Utilities and Transporta- terms of such agreement Southern 

of the HH tion, for the city of Los Angeles; A. Counties Gas Company of California 

mn, 4° Hf Gordon Oliver, for the city of Lompoc. will be the Surviving Corporation and 

ys be- will succeed without other transfer to 

ective. Baker, Commissioner: Southern all the rights and property of the con- 

| shall Counties Gas Company of California, stituent corporations and be liable for 

cof. hereinafter sometimes referred to as_ all the debts and liabilities of each of 


the Surviving Corporation, and Santa 
Maria Gas Company, hereinafter 
sometimes referred to as the Santa 
Maria Company, asks permission to 
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the constituent corporations in the 
same manner as if the Surviving Cor- 
poration had itself incurred such debts 
and liabilities. 


41 PUR(NS) 





CALIFORNIA RAILROAD COMMISSION 


The Commission is also asked to au- 
thorize Santa Maria Gas Company to 
transfer to the Surviving Corporation 
the certificates of public convenience 
and necessity listed in Exhibit F filed 
in this proceeding at the hearing on 
September 19th, and to authorize the 
Surviving Corporation to issue $1,- 
500,000 of common stock in exchange 
for the $1,500,000 of common stock 
of the Santa Maria Gas Company. 

Southern Counties Gas Company of 
California has outstanding $9,500,000 
par value of common stock, all of 
which is owned by the Pacific Lighting 
Corporation. Santa Maria Gas Com- 
pany has outstanding $1,500,000 of 
common stock, all of which is likewise 
owned by the Pacific Lighting Corpo- 
ration. 

Southern Counties Gas Company 
of California has outstanding $11,- 
500,000 of first mortgage 3 per cent 
bonds, due in 1971. Santa Maria Gas 
Company has no bonds outstanding. 

As of August 31, 1941, the assets 
and liabilities of Santa Maria Gas 
Company are, in Exhibit 1, reported 
as follows: 


Assets and Other Debits 
Investments: $2,748,904.01 
Intangible fixed cap- 
$10,881.89 


ital in service ... 

Tangible fixed capital 
2,629,833.07 

74,198.08 


in service 
Fixed capital under 
construction 
Miscellaneous invest- 
33,990.97 
Current and Accrued Assets: 
Cash 29,006.88 
Accounts receivable 76,477.92 
Materials and supplies 102,287.44 
Deferred Debits: 
Clearing and appor- 
tionment accounts 
Prepayments 
Misc. deferred debits 


207,772.24 


13,145.46 


596.45 
4,415.19 
8,133.82 


Total Assets $2,969,821.71 
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Liabilities and Other Credits 
Capital Stock Outstanding $1,500,000.00 


Current and Accrued Liabilities: 167,069.84 
Accounts payable .. $45,198.30 
Consumers’ deposits 13,633.26 
Taxes accrued 107,696.22 
Miscellaneous accrued 

liabilities 

Deferred Credits: 
Consumers’ advances 

for construction .. 
Miscellaneous deferred 
credits 


Reserves: 
Reserve for retire- 
ments 
Casualty and insur- 
ance reserve 
Miscellaneous 
reserves 


Unappropriated Surplus 


5,408.36 
3,986.45 


1,421.91 
880,425.86 


768,470.73 
88,984.10 


416,917.65 
$2,969,821.71 


Total Liabilities 


For the year 1940, Southern Coun- 
ties Gas Company of California re- 
ported operating revenues of $9,533, 
155.47, while Santa Maria Gas Com- 
pany, for the same year, reported oper- 
ating revenues of $668,378.18. The 
latter figure is distributed by Santa 
Maria Gas Company to its operating 
divisions as follows: 
$279,157.35 
101,830.19 
173,752.92 


47,894.25 
65,743.47 


$668,378.18 


Until about 1929 Santa Maria Gas 
Company obtained all of its natural 
gas from producers in the Santa Ma- 
ria field. Because of increasing de- 
mand for gas and the decline in local 
gas production it became necessary im 
1929 to augment the local supply of 
natural gas from outside sources. To 
this end Southern Counties Gas Com- 
pany of California constructed an 
inch natural gas transmission line 
from Santa Barbara to Gaviota, where 


Santa Maria 
Lompoc 

San Luis Obispo 
Pismu Beach 
Paso Robles 
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the line connects with the Santa Maria 
Company system. From 1929 to 
1940, the former supplied from 15 per 
cent to 85 per cent of the latter’s gas 
requirements. Recently new gas pro- 
duction was obtained in an extension 
of the Santa Maria field and the local 
supply again became sufficient to meet 
Santa Maria Company’s normal re- 
quirements. With the construction of 
two large army cantonments in the 
Santa Maria territory, one at San Lu- 
is Obispo and the other at Lompoc, the 
local supply of natural gas will, dur- 
ing times of peak demand, be probably 
inadequate and Southern Counties 
Gas Company of California will again 
be called upon to supply Santa Maria 
Gas Company with some of the gas 
which that company is distributing. 

It is further of record that from 
time to time Southern Counties Gas 
Company of California has loaned the 
services of members of its staff to the 
Santa Maria Company. The manage- 
ment of Southern Counties Gas Com- 
pany of California is familiar with 
the properties and the operations of 
the Santa Maria Company. 

The testimony shows that if the 
merger is consummated the area now 
served by the Santa Maria Company 
will become an operating district of 
the Surviving Corporation. Allen T. 
Fesler, general superintendent of the 
Santa Maria Company, will be the dis- 
trict manager. Though Robert E. 
Easton, president of the Santa Maria 
Company, will retire, he will be a di- 
rector of the Surviving Corporation. 

The merger of the two companies 
will, I believe, be in the public inter- 
est. The Surviving Corporation will 
immediately undertake the reconstruc- 
tion of the distribution system at San 


Luis Obispo. This distribution sys— 
tem will be converted from low to 
high pressure. Gas leakage in such 
system will be mitigated and safely 
promoted. Engineers and sales spe- 
cialists, now employees of Southern 
Counties Gas Company of California, 
will have direct supervision over ac- 
tivities requiring the attention of spe- 
cialists. The fact that the Santa 
Maria Company has no bonds out- 
standing increases the amount of bonds 
which the Surviving Corporation can 
have authenticated under its trust in- 
denture. This situation should enable 
the Surviving Corporation to readily 
finance additions, betterments, and im- 
provements to its properties. 

From the geographical location of 
the Santa Maria Gas Company and 
the Southern Counties Gas Company 
of California it is evident that in gen- 
eral their service areas are widely sep- 
arated, and, accordingly, the commun- 
ity of interests between the customers 
in these respctive areas may be very 
limited. It is my view, therefore, that 
in determining earnings, rates for serv- 
ice and kindred matters, the Santa 
Maria District may have to be consid- 
ered separately to bring about equi- 
table results. 

As stated, under the merger agree- 
ments the Surviving Corporation will 
assume all of the debts and liabilities 
of the two constituent corporations in 
the same manner as if the Surviving 
Corporation had itself incurred such 
debts and liabilities. 

Applicants request that the Com- 
mission permit Santa Maria Gas Com- 
pany to transfer to the Surviving 
Corporation its certificates of public 
convenience and necessity to exercise 
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rights and privileges granted to it by 
the following franchises : 


Date Term 
Ord. No. of Grant of Years 


432 10- 1-28 50 


39 1- 6-36 50 
252 9- 4-28 25 


59 12-15-37 Inde- 
term. 

38 3-11-29 50 

— 10- 1-06 50 


The merger agreement provides 
that each share of the capital stock of 
the Santa Maria Company, having a 
par value of $100, shall become and be 
converted into one fully paid share of 
common stock of the Surviving Cor- 
poration, having a par value of $100 
each. As indicated, the effect of the 
merger agreement is the substitution 
of $1,500,000 of common stock of the 
Surviving Corporation for the $1,- 
500,000 of common stock of the San- 
ta Maria Gas Company now outstand- 
ing. 

No one appeared at the hearing to 
protest the granting of this applica- 
tion. 

I recommend the following form of 
order: 


ORDER 


A public hearing having been held 
on the above-entitled matter on Sep- 
tember 19th; the Commission having 
considered the evidence submitted at 
such hearing and it being of the opin- 
ion that the money, property or labor 
to be procured or paid for by the Sur- 
viving Corporation through the issue 
of $1,500,000 of common stock is 
reasonably required for the purpose 
herein stated; that the expenditures 
for said purpose are not, in whole or 
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Grantor 
County of Santa Barbara 


County of San Luis Obsipo 
City of Lompoc 


City of Arroyo Grande 


City of Paso Robles 
City of Santa Maria 


in part, reasonably chargeable to op. 
erating expenses or to income, and 


ee Oe 
Date 
10- 9-28 
8-26-35 
3-14-38 
10- 9-28 
8-26-35 
3-14-38 30696 


4-24-39 21006 
Exercised and in use in 
1907 before adoption of 
State Pub. Util. Act. 


Decision No, 


20308 & 
28193 
30695 
20308 & 
28193 


that this application should be granted 
subject to the provisions of this order, 
therefore. 

It is hereby ordered as follows: 

1. Southern Counties Gas Con- 
pany of California and Santa Maria 
Gas Company may, after the effective 
date hereof and on or before Decen- 
ber 31, 1941, execute an agreement of 
merger in substantially the same form 
as the agreement of merger filed in 
this proceeding as Exhibit E, and 
merge into the Southern Counties Gas 
Company of California, the Surviv- 
ing Corporation, their respective 
plants, systems, franchises, permits 
and other properties. 

2. Southern Counties Gas Company 
of California, the Surviving Corpo- 
ration, may issue, after the effective 
date hereof and on or before Decem- 
ber 31, 1941, $1,500,000 par value of 
its common capital stock for the pur- 
pose and on the basis stated in said 
agreement of merger. 

3. Santa Maria Gas Company 
may, after the effective date hereof 
and prior to December 31, 1941, trans- 
fer to Southern Counties Gas Com- 
pany of California, the Surviving Cor- 
poration, the certificates of public con- 
venience and necessity heretofore 
granted by the Railroad Commission 
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of the state of California to said San- 
ta Maria Gas Company and referred 
to in the foregoing opinion. 

4. Within thirty days from and 
after the execution of said agreement 
of merger, Southern Counties Gas 
Company of California, the Surviv- 
ing Corporation, shall file with the 
Railroad Commission two certified 
copies of said agreement of merger 
together with a statement showing the 


amount of stock issued under the au- 
thority herein granted, to whom said 
stock was issued and the purpose for 
which said stock was issued. 

5. The authority will become effec- 
tive fifteen days after the date hereof. 

The foregoing opinion and order 
are hereby approved and ordered filed 
as the opinion and order of the Rail- 
road Commission of the state of Cali- 
fornia. 





CALIFORNIA RAILROAD COMMISSION 


Re Benjamin Walters et al. 


[Decision No. 34652, Application No. 23869.] 


California Railroad Commission 


Vv 


United Boat Lines 


[Case No. 4582.] 


Certificates of convenience and necessity, § 141 — Transfer — Abandoned rights. 
An application for authority to transfer operative rights for operation of a 
common carrier vessel should be denied on the ground that the rights are 
nonexistent and not subject to sale where the record shows that the person 
owning the rights has abandoned service for over two years without au- 
thority and that he now neither owns nor operates any vessels. 


[October 7, 1941.] 


PPLICATION for authority to transfer certain common car- 
d \ rier vessel rights; denied. 


APPEARANCES: W. S. Johnson, 
for applicant Valley Motor Lines, Inc., 
in Application No. 23869, and as an 
interested party in Case No. 4582; F. 
W. Mielke, McCutcheon, Olney, Man- 
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non & Greene, for the River Lines, as 
an interested party in Case No. 4582; 
W. G. Stone, for Sacramento Cham- 
ber of Commerce, as an interested 
party in both proceedings; A. J. Gau- 
41 PUR(NS) 





CALIFORNIA RAILROAD COMMISSION 


dio, for Southern Pacific Company, 
as an interested party in Case No. 
4582. 


By the Commission: The above- 
entitled proceedings involved (1) an 
application of Valley Motor Lines, 
Inc., to purchase the vessel operative 
rights of Benjamin Walters, an indi- 
vidual, doing business as _ Island 
Transportation Company and Island 
Oil Transportation Company,’ and 
(2) an investigation instituted by the 
Commission upon its own motion in- 
to the operative rights, operations, and 
practices of United Boat Lines oper- 
ating as a common carrier by vessel 
on the inland waters of the state of 
California. 

These matters were heard upon a 
joint record, together with Applica- 
tion No. 23868, before Examiner 
Broz at San Francisco.? 

Applicant Valley Motor Lines, Inc., 
appeared and was represented by coun- 
sel but no appearance was entered on 
behalf of Benjamin Walters. The 


River Lines, the Sacramento Chamber 
of Commerce, and the Southern Pa. 
cific Company appeared as interested 
parties. 

The general traffic manager of Val- 
ley Motor Lines, Inc., testified that his 
company desires to buy the Walters 
vessel rights and to operate vessels 
between San Francisco and East Bay 
cities, on the one hand, and Rio Vista, 
on the other hand, to connect with his 
company’s truck line for the transpor- 
tation of shipments of property in a 
regular scheduled daily service be- 
tween San Francisco bay points and 
Sacramento. The witness estimated 


the vessel service would cost about $80 
per day in each direction. He conced- 
ed that the estimated revenues from 
the proposed service would not be suf- 
ficient to make the operation self-sus- 
taining but he pointed out that upon 


acquisition of the Walters rights, his 
company intended to petition the Com- 
mission for authority to substitute 
motor trucks for vessels in order to 
render through truck service between 





1By Decision No. 29778, in Cases Nos. 
3824 and 4012, dated May 24, 1937, 40 Cal 
RCR 493, Benjamin Walters, an individual, 
was found by the Commission to possess the 
following common carrier vessel operative 
rights: 

“Island Transportation Company—An ‘on 
call’ service for the transportation of: 

1. Property between Delta points, and be- 
tween Delta points, on the one hand, and 
Stockton, Sacramento, and San Francisco bay 
terminals, other than South San Francisco, 
on the other hand. 

2. Grain in lots of not less than 80,000 
pounds between Delta points and Stockton, 
on the one hand, and Port Costa, South Val- 
lejo, and Petaluma, on the other hand. 

3. Mill stuffs in lots of not less than 80,000 
pounds between Delta points and Stockton, 
on the one hand, and Port Costa and South 
Vallejo, on the other hand; between Stockton 
and Petaluma; and between Lower Sacra- 
mento river points and San Joaquin river 
points, on the one hand, and Petaluma, on the 
other hand. 

4. Coal, flour, grain, mill stuff, hay, straw, 
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lumber, rice, tan bark, and vegetables, each 
in lots of not less than 20,000 pounds and bags 
in any quantity between Stockton and San 
Francisco bay terminals other than South San 
Francisco.” 

“Island Oil Transportation Company—An 
‘on call’ service for the transportation of fuel 
oil in bulk from Oleum, Pittsburg, Mar- 
tinez, and Port Costa to Stockton, Sacramen- 
to, San Joaquin river and tributaries, Mo- 
kelumne river and tributaries, Old river and 
tributaries, and Sacramento river below Sacra- 
mento and tributaries, and Oleum to Pittsburg, 
Napa and Rodeo.” 

2 Application No. 23868 involved an appli- 
cation of Valley Motor Lines to purchase the 
vessel operative rights of Higgins Transpor- 
tation Company from the United Boat Lines, 
a corporation, and was dismissed by Decision 
No. 34353, dated June 24, 1941, at the request 
of the applicant. ; 

8 Benjamin Walters subsequently appeared 
at an adjourned hearing in response to a sub- 
poena duces tecum served upon him at the re- 
quest of one of the interested parties herein. 
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San Francisco and Sacramento. The 
consideration for the sale and trans- 
fer of the vessel operative rights here 
involved is $2,500. 

The traffic manager of the River 
Lines next testified that Benjamin 
Walters, doing business as Island 
Transportation Company and Island 
Oil Transportation Company, has not 
conducted any vessel operations on 
the inland waters of the state of Cali- 
fornia since 1937. By Decision No. 
30507 of January 10, 1938, the wit- 
ness said Walters was authorized 
to suspend his vessel service for a pe- 
riod of six months ending July 1, 
1938, and that while no authority was 
subsequently sought by him nor grant- 
ed to him to further suspend service, 
no services were conducted by Wal- 
ters during the years 1938, 1939, and 
1940.4 

Although, as previously _ stated, 
Benjamin Walters did not appear at 
the first hearing in these proceedings 
he appeared at an adjourned hearing 
in response to a subpoena duces tecum 
issued upon him and testified that he 
owns no vessels at the present time; 
is not conducting any common carrier 
vessel service on the inland waters of 
the state of California and could not 
state what, if any, shipments were 
transported by his companies in the 
past five years between San Francisco 
and Rio Vista. He asserted that he 
had no transportation records cover- 
ing his operations for the years 1937 
to 1940 because such records, although 


stored for safekeeping, had been de- 
stroyed.® 

The sole question for determination 
here is whether Benjamin Walters 
owns a bona fide vessel operative right 
which can be the subject of a valid 
contract of sale and transfer to the 
Valley Motor Lines, Inc., for a con- 
sideration of $2,500. 

The annual reports of Island Trans- 
portation Company and Island Oil 
Transportation Company for the 
years 1938 to 1940, indicate that no 
vessel service was conducted by him 
during that period and it further ap- 
pears that Walters neither owns nor 
operates any vessels at the present 
time. 

The evidence of record shows that 
Benjamin Walters, upon the expira- 
tion of the authority granted to him 
to suspend service, did without author- 
ity of this Commission abandon his 
services and operations and that, by 
reason thereof, his operative rights 
are nonexistent. 

We are of the opinion and find that 
the application of Benjamin Walters 
to sell and Valley Motor Lines, Inc., 
to purchase said rights should be 
denied. 

In view of Decision No. 34353, dis- 
missing the application of Valley Mo- 
tor Lines to purchase vessel operative 
rights from Higgins Transportation 
Company (Application No. 23868), 
there appears to be no necessity for 
continuing the investigation proceed- 
ing in Case No. 4582 and that matter 
may be dismissed. 





*The annual reports of the Island Trans- 
portation Company and Island Oil Transpor- 
tation Company, filed with the Commission 
and incorporated in the record by reference, 
carry a statement that no operations were con- 
ducted in 1938, 1939, and 1940. 
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5 Walters testified that he has been seriously 
ill for long periods of time in recent years and 
has been unable to personally conduct his ves- 
sel operations but that he made an arrange- 
ment to carry on such operations. No proof 
of such arrangement was offered in evidence, 
however, to substantiate his statement. 
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ORDER of property between Delta points, on 


A public hearing having been had the one hand, and San Francisco bay 
in the above-entitled matters, and terminals, except South San Francis. 
based upon the foregoing opinion and so, on the other hand, and between oth- 
findings of the Commission, er points on the inland waters of the 

It is ordered that the application of state of California, be and it is hereby 
Benjamin Walters to sell to Valley denied. 

Motor Lines, Inc., and the latter to It is further ordered that the pro- 
purchase common carrier vessel trans- ceeding in Case No. 4582 be and it is 
portation rights for the transportation hereby dismissed. 





SECURITIES AND EXCHANGE COMMISSION 


Re United Corporation 


[File Nos. 54-33, 59-25, Release No. 3181.] 


Intercor porate relations, § 19.8 — Simplification of systems — Practice and pro- 
cedure — Consolidated proceedings. 


1. A request for a ruling that issues involved in a proceeding under § 11 
(e) of the Holding Company Act, 15 USCA § 79k, and the evidence bear- 
ing on those issues be segregated from issues involved in and the evidence 
offered in connection with a proceeding instituted by the Commission under 
§ 11(b)(2) of the act should be denied when the request represents no 
more than a further petition for rehearing on a question which has been 
presented to and decided by the Commission or three separate occasions, 
requesting in effect that the Commission “unconsolidate” the consolidated 
proceedings, p. 303. 


Intercorporate relations, § 19.8 — Simplification of systems — Practice and pro- 
cedure — Evidence. 
2. Evidence bearing on the value of the assets of a registered holding com- 
pany and its subsidiaries is relevant and material to the broad issues raised 
in a proceeding for simplification instituted under § 11(b) (2) of the Hold- 
ing Company Act, 15 USCA § 79k, and such evidence is also relevant 
to the issues raised in a proceeding submitted under § 11(e) of the act, 
p. 303. 
[December 11, 1941.] 


EQUEST for rulings in simplification proceedings under § 11 
R of the Holding Company Act; requests denied and trial ex- 
aminer directed to receive evidence in accordance with decisions 

of Commission. For earlier decision, see 41 PUR(NS) 3. 


¥ 


By the Comission: On July 28, for hearing consolidating the proceed- 
1941, we issued a notice of and order ings herein under §§ 11 (b) (1), 1! 
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RE UNITED CORPORATION 


(b) (2), and 11 (e), 15 USCA § 79k, 
having found “that the matters here 
concerned are related and involve 
common questions of law or fact and 
that evidence offered in respect of 
each of the matters may have a bear- 
ing on the other; and that substantial 
savings in time, effort, and expense 
will result if the hearings on said mat- 
ters are consolidated so that they may 
be heard as one matter and so that 
evidence adduced in each matter may 
stand as evidence in the other for all 
purposes.” * 

Subsequently, various questions 
were presented in argument before us 
and on November 3, 1941, we issued 
an opinion indicating our views on the 
questions presented and ordered that 
the consolidated hearing be convened 
on November 17, 1941, for the pur- 
pose of taking evidence in accordance 
with the original notice and order and 
our opinion. Specifically, we direct- 
ed that evidence be received “first, in 
connection with the specific issues 
raised under §§ 11 (e) and 11 (b) 
(2) and, thereafter, in accordance 
with the further direction of the Com- 
mission.” ® 

On November 8, 1941, United filed 
a “Petition for Rehearing on Order 
and Opinion dated November 3, 
1941.” We denied this petition in our 
memorandum opinion of November 
14, 1941, on the ground that no new 
questions had been raised by the peti- 
tion.’ 

Since November 17, 1941, hearings 
have been held in accordance with the 
direction in our opinion of November 
3, 1941. On November 24, 1941, 

see Company Act Release No. 2907. 

olding Company Act Release No. 3109, 


41 PUR(NS) 3, 11. 
8 Holding Company Act Release No. 3127. 
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counsel for United filed with us a doc- 
ument entitled “Request for Rulings 
by the Full Commission” and, at his 
request, argument on the issues pre- 
sented in this document was held be- 
fore the full Commission. 

[1, 2] In this last document and in 
the oral argument before us, counsel 
for United requested rulings to the 
following effect: (1) that the issues 
involved in the § 11 (e) proceeding 
and the evidence bearing on those is- 
sues be segregated from the issues in- 
volved in and the evidence offered in 
connection with the § 11 (b) (2) 
proceeding ; and (2) that evidence with 
respect to the value of United’s assets 
is irrelevant to any of the issues raised 
by United’s application under § 11 
(e). 

1. After careful consideration of 
the document filed by counsel for 
United, and after hearing counsel’s 
argument, we are convinced that the 
first requested ruling represents no 
more than a further petition for re- 
hearing on a question which has been 
presented to and decided by us on three 
separate occasions. The ruling re- 
quested, in effect, again asks us to 
“wnconsolidate” the consolidated pro- 
ceedings. None of the arguments pre- 
sented here is new; all have been pre- 
sented and considered at prior stages 
of the proceedings. For the reasons 
stated in our original order of consoli- 
dation and reiterated in our opinions 
of November 3 and November 14, 
1941, we hold that the first requested 
ruling must be denied. We reaffirm 
our order of consolidation and our 
direction that evidence be taken “‘first, 
in connection with the specific issues 
raised under §§ 11 (e) and 11 (b) 
(2) and, thereafter, in accordance 
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with the further direction of the Com- 
mission.” 

It appears probable (although our 
views in this respect are of course sub- 
ject to modification if such modifica- 
tion appears appropriate) that, at the 
conclusion of the taking of evidence 
on the specific issues raised under 
§§ 11 (e) and 11 (b) (2), we shall 
direct that the record be referred to 
us for a determination of those issues. 
But, in any event, our determination 
with respect to whether or not we can 
approve United’s application under 
§§ 11 (e) will, of course, be based 
only on the evidence in the record 
which relates specifically to the issues 
presented under § 11 (e). 

2. We think it clear that basic evi- 
dence bearing on the value of the as- 
sets of United and its subsidiaries is 
relevant and material to the broad is- 


sues raised under § 11 (b) (2). We 
think such evidence is also relevant to 
the issues raised under § 11 (e), 
Moreover, since we have decided on 
three different occasions, and again 
in this opinion, that the proceedings 
under §§ 11 (e), 11 (b) (1), and 11 
(b) (2) should be consolidated, and 
since we have directed that, for the 
present, evidence should be received 
in connection with the specific issues 
raised under §§ 11 (e) and 11 (b) 
(2d), it is clear that evidence relevant 
to any of these issues is admissible. 

In accordance with the foregoing, 
the request for rulings submitted by 
counsel for The United Corporation 
is hereby denied, and the trial exam- 
iner is directed to receive evidence in 
accordance with this opinion and our 
prior opinions and orders in this pro- 
ceeding. 





WISCONSIN PUBLIC SERVICE COMMISSION 


Vliet Street Advancement Association, 


Incorporated 


Milwaukee Electric Railway & Transport 
Company 


[2-SR-1372.] 


Service, § 272 — Substitution — Propriety of Commission order — Absence of city 


ordinance. 


An order of the Commission directing a transportation company to substitute 
trackless trolley service for existing street railway service would be improper 
in the absence of a city ordinance authorizing or directing the proposed 


substitution. 


[December 31, 1941.] 
41 PUR(NS) 304 
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VLIET STREET ADV. ASSO., INC. v. MILWAUKEE ELEC. R. & T. CO. 


ETITION by association requesting substitution of trackless 
Prrotiey service for street railway service; dismissed. 


¥ 


APPEARANCES: Vliet Street Ad- 
yancement Association, by Chester V. 
Saloman, President, Milwaukee, As- 
semblyman Charles E. Collar, Alder- 
man John Fleming, and Alderman 
Charles O’Connor ; Twelfth and Vliet 
Street Association, by Edward Snad- 
er, President, Clifford I. Bitker, At- 
torney, Milwaukee, and Sam Ogle; 
The Milwaukee Electric Railway and 
Transport Company, by Van B. Wake, 
Attorney, Milwaukee ; City of Milwau- 
kee, by Walter J. Mattison, City At- 
torney, by Joseph Bednarek, Assistant 
City Attorney. 


By the Commission : This proceed- 
ing was instituted by a petition of 
Vliet Street Advancement Association, 
Inc., requesting the Commission to di- 
rect the Milwaukee Electric Railway 
and Transport Company to substitute 
trackless trolley service for existing 
street railway service on West Vliet 
street in the city of Milwaukee. 

Inasmuch as the files of the Com- 
mission indicated that the common 
council of the city of Milwaukee had 
not adopted any resolution or ordi- 
nance directing the substitution of 
service as requested, the Commission 
held a preliminary hearing upon the 
question of whether, in the absence 
of any such ordinance or resolution, 
the Commission would have power or 
authority to direct the requested sub- 
stitution of service. 

At the hearing it was stated by coun- 
sel for the city of Milwaukee that a pe- 
tition or application had been filed with 
the common council requesting its ap- 
[20] 
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proval of the substitution of service 
herein involved; that such application 
has been referred to the commissioner 
of public works of Milwaukee; that 
he has made no report to the com- 
mon council because the proposed sub- 
stitution of service would entail con- 
siderable expense to the city in pre- 
paring the street to accommodate the 
substituted type of service; that the 
finances of the city were such that this 
expense could not be incurred at the 
present time; and that there were oth- 
er complications resulting from Fed- 
eral priority rules which might inter- 
fere with substituting trackless trolley 
for street railway service on Vliet 
street in Milwaukee. 

The applicant and the respondent 
were to furnish briefs upon the ques- 
tion of the Commission’s authority to 
make any such order as is requested in 
this proceeding. Such briefs were to 
be filed within thirty days of the re- 
ceipt of transcript, which our records 
show was mailed to the parties on No- 
vember 10, 1941. No briefs have 
been received. 

The Commission is of the opinion 
that, in the absence of a city ordinance 
authorizing or directing the proposed 
substitution, any order such as is re- 
quested would be improper. 

Request was made at the hearing 
that the proceeding be held open until 
such time as the common council might 
pass an ordinance or resolution which 
would authorize or direct the substitu- 
tion of service. We do not see that 
any useful purpose would be accom- 
plished by granting this request. 
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There does not appear to be any likeli- 
hood that the common council of the 
city of Milwaukee will take any action 
upon any such proposed ordinance or 
resolution. It is possible that if and 
when such resolution or ordinance is 
passed the desired substitution of serv- 


ice will be accomplished without any 
exercise of the Commission’s authority 

In view of the foregoing considera. 
tions we deem it proper that the peti- 
tion or complaint of Vliet Street Ad. 
vancement Association, Inc., in this 
proceeding be dismissed. 





SECURITIES AND EXCHANGE COMMISSION 


Re North American Light & Power 
Company et al. 


[File No. 59-39, Release No. 3233.] 


Intercorporate relations, § 19.3 — Simplification of system — Liquidation of inter- 


mediate holding company. 


A registered holding company which performs no useful function and which 
is part of a holding company system consisting of five tiers of holding com- 
panies should be liquidated in order to effectuate the provisions of § 11 
(b) (2) of the Holding Company Act, 15 USCA § 79k(b) (2). 


[December 30, 1941.] 
Aon and order for hearing concerning applicability of 
§ 11(b)(2) of the Holding Company Act to a holding 
company system; liquidation and termination of existence of in- 
termediate holding company ordered. 


APPEARANCES: David Schenker, 
New York, for North American Light 
& Power Company; Charles S. Ham- 
ilton of Sullivan & Cromwell, New 
York, for the North American Com- 
pany; Herman Odell and David K. 
Kadane, for the Public Utilities Divi- 
sion of the Commission; Robert T. 
Woodruff, New York, for Mrs. Nel- 
lic Walters, a security holder of North 
American Light & Power Company. 


By the Commission: This matter 
arises under § 11(b)(2) of the Pub- 
lic Utility Holding Company Act of 
1935, 15 USCA § 79k(b)(2). We 
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entered a notice of and order for hear- 
ing on December 2, 1941, after exam- 
ination by us of a report by our Public 
Utilities Division, concerning the ap- 
plicability of § 11(b)(2) of the act 
to the North American Light & Power 
Company holding company system. 
We incorporated that report in our 
order, and ordered that a hearing be 
held on December 22, 1941, for the 
purpose of determining the following 
matters : 

“(1) Whether an order should be 
entered requiring the winding up of 
North American Light & Power Com- 
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RE NORTH AMERICAN LIGHT & POWER CO. 


pany of Illinois Traction Company 
or both, and the distribution of 
their assets to their security holders 
in accordance with a fair and equi- 
table plan. 

“(2) The extent to which the 
North American Company shall par- 
ticipate in any such distribution of the 
assets of North American Light & 
Power Company, if such distribution 
be ordered. 

“(3) Whether it is necessary or ap- 
propriate in the public interest or for 
the protection of investors or consum- 
ers to require that Missouri Power & 
Light Company or The Kansas Power 
and Light Company, or both, restate 
their respective depreciation, retire- 
ment, surplus, or other accounts, pur- 
suant to §§ 15(f) and 20(a) of said 
act, 15 USCA §§ 790(f), 79t(a). 

“(4) What steps, if any, the said 
respondents should be required to take 
to revise and simplify the corporate 
structures of said companies (except 
The North American Company and II- 
| linois Iowa Power Company) to ef- 
fectuate the requirements of § 11(b) 
(2) of said act.” } 


At the hearing on December 22, 
1941, counsel for the Public Utilities 
Division introduced evidence bearing 
on (1) above and now request that an 
order be entered requiring the liquida- 


tion of North American Light & Pow- 
er Company. This is the single issue 
before us at this time. With respect 
to this issue, counsel for the Public 
Utilities Division submitted proposed 
findings. Counsel for the respond- 
ents, the North American Company 
and North American Light & Power 
Company, have waived the right to ad- 
duce evidence bearing on this issue and 
they have also waived a trial examiners 
report and such right as they may have 
to submit specific findings or to be 
heard further by us through oral argu- 
ment or brief. 

We review briefly below certain per- 
tinent facts concerning the North 
American Light & Power Company 
holding company system: 


1. The North American Light & 
Power Company Holding-Company 
System 
North American Light & Power 

Company, herein referred to as “Light 
& Power,” is a registered holding 
company and a subsidiary of the North 
American Company (herein called 
“North American’’), also a registered 
holding company. Light & Power has 
investments directly and indirectly in 
the following companies (which are 
listed with appropriate indentations to 
indicate degree of remoteness) : 


State of Organization 


Name of Company 
The Kansas Power and Light Company 


Missouri Power & Light Company 


and Date Thereof 
Kansas, 


Missouri, 1911 


Kind of Business 
Electric and gas utility, heating, 
water, ice, and transportation 
company 
Electric and gas utility, heating, 
water, and ice company 


1924 





1Qur order further provided: 

“That at such hearing the respondents and 
any other parties in interest shall be given an 
opportunity to be heard with respect to the 
accuracy of the alleged statements of fact con- 
tained in the aforesaid report of the Public 


307 


Utilities Division dated November 17, 1941, 
and said respondents and all such persons shall 
have an opportunity and are invited to state 
at that time any differences which they may 
have with respect to any of the conclusions 
contained in said report.” 
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Northern Natural Gas Company 


The Blue River Power Company 


The McPherson Oil & Gas Development 
Company 


Power & Light Securities Company 
Illinois Traction Company 
Kewanee Public Service Company 
Cahokia Manufacturers Gas Company 


Western Illinois Ice Company 
Illinois Iowa Power Company 


Des Mines Electric Light Company 


Iowa Power and Light Company 
Illinois Terminal Railroad Company 
Central Terminal Company 


The consolidated assets of Light & 
Power and its subsidiaries as at De- 
cember 31, 1940, are stated at $124,- 
862,232. This figure includes invest- 
ments in subsidiaries, not consolidated, 
which were stated on the consolidated 
balance sheet of Light & Power at 
$26,879,350. These investments in- 
clude a minority interest in Illinois 
Iowa Power Company, indirectly 
owned through Illinois Traction Com- 
pany, both registered holding compa- 
nies. Illinois lowa Power Company, 
as at December 31, 1940, reported con- 
solidated assets with a stated value of 
$201,595,688. 

As of March 31, 1941, the outstand- 
ing capitalization of Light & Power 
was as follows: 


34% Debentures due 1956 


Delaware, 1930 
Delaware, 1928 


Kansas, 
Delaware, 1928 
Maine, 

Illinois, 
Illinois, 


Illinois, 
Illinois, 


Maine, 


Towa, 
Illinois, 
Missouri, 1929 


Gas pipe-line company ; also a 
holding company 
Electric utility company 


1927. Gas production company 

Miscellaneous investments 

Holding Company 

Electric and gas utility company 

Owns gas distribution facilities 
leased to Illinois Power Co, 

Ice company 

Electric and gas utility, heating 
water, ice, and transportation 
company ; also holding company 

Electric and gas utility and heat- 
ing company ; also holding com- 
pany 

Electric and gas utility company 

Railroad Company 

Warehouse company 


1904 
1924 
1855 


1927 
1923 


1909 


1924 
1937 


to state the present-day value of such 
assets nor the value as of March 31, 
1941. Without indicating our concur- 
rence therewith, we have appended to 
our findings Exhibit A which presents 
in tabular form a comparison of the 
book value of Light & Power’s assets 
with an indication of their possible val- 
ue as computed by Light & Power in 
a letter sent to the stockholders of the 
company in May of 1941. 


2. Light & Power—lIts History 
and Functions 


Light & Power was organized under 
the laws of the state of Delaware in 
1924. Originally it was a subholding 
company of North American Light & 
Power Company, a Maine corporation 
Owned by 


the Public 
37.6% 


Owned by 
North American 


$9,000,000 $5,623,500 (62.4%) 


$6 Cumulative Preferred Stock 194,180 shares 
(liquidation preference $100 per share) .... 
Dividend arrears thereon, $52.50 per share ... 
Common stock (par value, $1.00 per share) .... 


56.3% 


15.0% 


19,418,000 8,492,500 (43.7%) 
10,194,450 4,458,562 
6,288,059 5,327,067 (85.0%) 


On a corporate basis Light & Power 
had total assets per books as of Oc- 
tober 31, 1941, of $51,894,717. How- 
ever, this latter figure does not purport 


41 PUR(NS) 


By a merger il 
1926 the Delaware Company absorbed 


organized in 1915. 


the Maine Company. Coincidentally 
with this merger, North American ac- 
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RE NORTH AMERICAN LIGHT & POWER CO. 


quired its interest in Light & Power 
by purchasing from the Studebaker in- 
terests, controlling shareholders of the 
Maine Company, approximately 255,- 
000 shares of the then outstanding 
600,000 shares of Light & Power com- 
mon stock. At the same time Middle 
West Utilities Company also pur- 
chased 255,000 shares from the Stude- 
baker interests. From 1926 to the end 
of 1931 North American and Middle 
West each owned approximately 42 
per cent of the voting stock of Light 
& Power. 

In connection with the issuance and 
sale by Light & Power of additional 
common stock in 1940, we had occa- 
sion to review the acquisitions by 
North American of Light & Power 
common stock since 1931. See Re 
North American Light & P. Co. 
(1940) 6 SEC 718, 32 PUR(NS) 


306. Briefly described, these transac- 
tions were as follows: 


In 1931, in order to enable Light & 
Power to issue and sell $10,000,000 
principal amount of serial notes, North 
American and Middle West Utilities 
Company entered into a contract with 
Light & Power wherein the latter 
agreed to make an offering of its 
common stock annually to all of its 
common stockholders, in proportion 
to their respective holdings. Such of- 
ferings were to be made at a price and 
in an amount sufficient to raise the $2,- 
000,000 necessary to meet the five an- 
nual maturities on the $10,000,000 of 
serial notes. North American and 
Middle West Utilities Company joint- 
ly and severally agreed that they would 
take up whatever stock the other stock- 
holders of Light & Power failed to 
subscribe for. The contract also pro- 


vided that in the event it was legally 
impossible for Light & Power to offer 
the shares of common stock, North 
American and Middle West, jointly 
and severally were committed to meet 
the obligations by purchasing the then 
maturing serial notes. In 1932 Mid- 
dle West Utilities Company became fi- 
nancially embarrassed and the entire 
burden of the joint and several con- 
tract fellon North American. During 
the years 1932, 1933 and 1934, North 
American lived up to the contract, pur- 
chasing stock not otherwise subscribed 
for. As a result of the default by 
Middle West in 1932, North Ameri- 
can, through its acquisitions thereaft- 
er of Light & Power common stock, 
acquired sole control of Light & Pow- 
er. 

In 1935 and 1936 North American, 
claiming that it was legally impossible 
for Light & Power to issue common 
stock pursuant to the contract, ad- 
vanced money for the balance of the 
serial notes maturing in those years. 
In return for such advances, North 
American received notes of Light & 
Power bearing 5 per cent interest. 

Certain preferred stockholders, 
claiming that the failure of North 
American to take stock in 1935 and 
1936 was in violation of the contract, 
brought suit to require that the con- 
tract be lived up to. The holding of 
the lower court which was affirmed 
with certain modifications (Murphy 
v. North American Co. (1938) 24 F 
Supp 471; on appeal (1939) 106 F 
(2d) 74), was that the notes given in 
1935 and 1936 were unenforceable and 
that North American was obliged to 
purchase additional shares of common 
stock. We approved the issuance of 
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the additional shares in January of 
1940 (Re North American Light & 
P. Co. supra). In the period from 
1932 to 1940 North American in- 
creased its holdings of Light & Power 
common stock from 42 per cent to 84.7 
per cent, its present holding. 

In the period prior to 1929 Light 
& Power supervised the details of the 
operations of its subsidiary companies 
pursuant to a management contract 
with them, terminated in 1928, provid- 
ing for payment by the subsidiaries 
for such services at the rate of 2 per 
cent of their consolidated revenues ex- 
cluding intercompany interest and 
dividends but including profits on sales 
of appliances. From 1928 to 1933 
substantially the same degree of super- 
vision by Light & Power over the op- 
erations of its subsidiaries continued, 
except that more of the detail work 
was done by the subsidiaries. In 
1933, a program of decentralization 
was begun, culminating in Light & 
Power today having but one paid offi- 
cer, its president, and one employee, an 
accountant, who is retained on a part- 
time basis. In the § 11(b)(1) pro- 
ceedings regarding the North Ameri- 
can Company and its subsidiaries 
which are pending before the Commis- 
sion, evidence was introduced by North 
American to. the effect that Light & 
Power’s president, Allen Van Wyck, 


has been consulted on occasions, by 
the subsidiaries of Light & Power on 
problems of major policy. There jg 
also some evidence of joint use of spe- 
cialized personnel such as engineers, 
tax experts, accountants, and insur- 
ance experts, the cost of such person- 
nel being allocated among the subsid- 
iaries receiving their services. 

Presumably, this evidence was pre- 
sented for the purpose of showing that 
without the retention of control by 
Light & Power, the economies which 
may result from such joint use of per- 
sonnel and the use of Van Wyck’s serv- 
ices could not be realized by the sub- 
sidiaries. Apparently this is the sum 
and substance of any alleged justifica- 
tion on functional grounds for the 
continued existence of Light & Power. 
No other evidence of like nature was 
offered by the respondents. 


3. Applicability of § 11(b)(2) 
of the Act 


In considering the applicability of 
§ 11(b) (2)? of the act to a company 
whose continued existence is being 
questioned under that section, we have 
held that certain holding companies 
which served no useful economic pur- 
pose in the circumstances of the cases 
decided by us unduly and unnecessarily 
complicated the structure of a holding 
company system.’ On the basis of the 





2Section 11(b) (2) provides: 

“Tt shall be the duty of the Commission as 
soon as practicable after January 1, 1938: 

“To require by order, after notice and op- 
portunity for hearing, that each registered 
holding company, and each subsidiary com- 
pany thereof, shall take such steps as the Com- 
mission shall find necessary to ensure that 
the corporate structure or continued existence 
of any company in the holding company sys- 
tem does not unduly or unnecessarily compli- 
cate the structure, or unfairly or inequitably 
distribute voting power among security hold- 
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ers, of such holding-company system. In car- 
rying out the provisions of this paragraph the 
Commission shall require each registered 
holding company (and any company in the 
same holding company system with such hold- 
ing company) to take such action as the Com- 
mission shall find necessary in order that such 
holding company shall cease to be a holding 
company with respect to each of its subsidiary 
companies which itself has a subsidiary com- 
pany which is a holding company . . .”_ 

8 Re Electric Bond & Share Co. Holding 
Company Act Release No. 2962, Aug. 23, 
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record in this proceeding we find no 
dificulty in concluding that Light & 
Power performs no useful function 
and, therefore, its continued existence 
js unnecessary. In our opinion the 
evidence offered to the contrary by 
North American in the § 11(b) (1) 
proceeding summarized briefly above, 
is entitled to very little weight in view 
of the statements made by officers of 
North American and Light & Power 
and the positions taken by such compa- 
nies subsequent to the presentation of 
that evidence for our consideration. 
We refer to certain affidavits, briefs, 
and requested findings of fact filed on 
behalf of North American and Light 
& Power in a lawsuit in which the 
latter are defendants and this Commis- 
sion is the plaintiff. Counsel for the 
Public Utilities Division has intro- 
duced in the instant proceeding copies 
of certain papers filed by the defend- 
ants in this lawsuit. 

For example, Van Wyck, president 
of Light & Power, in a sworn affidavit 
stated as follows: 

“The directors of the corporation 
consider that there is no economic jus- 
tification for the continued existence 
of the company. The reasons for the 
proposed dissolution are as stated in 
the letter to stockholders of the compa- 


ny dated May 13, 1941, and annexed 
to the Commission’s complaint. 


“The directors, on May 9, 1941, 
adopted a resolution proposing to the 
stockholders the dissolution of the 
company. This action was taken by 
the directors upon their own inde- 
pendent judgment and not upon the 
direction or at the request of the North 
American Company. The North 
American Company acquiesced in the 
conclusion of the directors and advised 
the directors that it would vote its 
share of stock in North American 
Light & Power Company in favor of 
such dissolution. Jt 1s the judgment 
of the board of directors that the com- 
pany should be dissolved even though 
the Public Utility Holding Company 
Act of 1935 did not exist.”* (Italics 
added. ) 

Counsel for Light & Power in the 
same proceeding requested the United 
States district court for the district of 
Delaware to make the following find- 
ings of fact: 

“The continued existence of Light 
& Power can serve no useful purpose 
and the retention of its corporate ex- 
istence will require it to expend sub- 
stantial sums in the payment of state 
and Federal taxes and in the payment 





1941; Re Columbia Gas & E. Corp. 37 PUR 
(NS) 288, Holding Company Act Release No. 
2477, Jan. 10, 1941. 

£In June of 1941 the Commission entered an 
order prohibiting North American Light & 
Power from taking any steps for the purpose 
of dissolving Light & Power except in accord- 
ance with appropriate orders entered by the 
Commission. Re North American Co. Hold- 
ing Company Act Release No. 2832. On the 
day after the entry of that order the _Com- 
mission instituted proceedings in the United 
States district court of Delaware, seeking to 
enjoin North American Light & Power from 
violating the provisions of its order. Secu- 
rities and Exchange Commission v. North 
American Co. Civil Action No. 214, (USDC 
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Del). To permit the parties an opportunity 
to discuss the possibility of composing their 
differences, the stockholders’ meeting at which 
it was proposed to vote on the dissolution of 
the company has been postponed from time 
to time at the request of the defendants, the 
court has been requested to defer the hand- 
ing down of its decision. The proposed meet- 
nig of the stockholders is scheduled for Janu- 
ary, 1942. 

5 Herbert C. Freeman, vice president of the 
North American Company, in his sworn affi- 
davit in the same proceeding stated: “Under 
present circumstances, there is no economic 
justification for the continued existence of 
Light & Power.” 


41 PUR(NS) 





SECURITIES AND EXCHANGE COMMISSION 


of the expenses of its administration.’ 

Entirely apart from the foregoing 
admissions we are under a clear duty, 
imposed by § 11(b) (2), to independ- 
ently examine and appraise Light & 
Power’s functions and status under 
that section.” We find upon review of 
the evidence that, except for occasion- 
al financial advice rendered by Van 
Wyck, Light & Power itself does not 
perform any services for its subsidi- 
aries and that any benefits which ac- 
crue to the subsidiaries by virtue of 
Light & Power’s control are of little, if 
any, practical significance. 

An examination of the financial 
statements of Light & Power reveal 
that the company has had an earned 
surplus deficit since 1932 and dividend 
arrears on its preferred stock amount- 
ed to $52.50 per share on March 31, 
1940. The company in a letter to 
stockholders dated May 13, 1941, stat- 
ed: 


“It is, however, apparent that upon 
dissolution preferred stockholders will 


not realize their full preferential 
amount, which on March 31, 1941, 
was $152.50 a share, including divi- 
dend arrears .; and that com- 
mon stockholders will accordingly 
realize nothing.” 

Consideration of the foregoing con- 
vinces us that Light & Power is hardly 
in a position to be of financial assist- 
ance to its subsidiaries. 

Viewed realistically, Light & Pow- 
er is no more than a corporate shell, 


holding blocks of securities sufficient 
in quantity to maintain control of its 
subsidiary utility and nonutility com. 
panies for North American. For jts 
subsidiaries Light & Power performs 
no functions of any substance, much 
less any that are necessary to their 
welfare. If the need were to arise, 
Light & Power, as constituted today, 
is not in a position to perform any 
useful functions, financial or other- 
wise. Under the circumstances, we 
conclude that the continued existence 
of Light & Power unnecessarily com- 
plicates the structure of the holding 
company system of which it is a part, 
thus offending against § 11(b) (2) of 
the act. 

Moreover, we find upon an exami- 
nation of the pyramid of companies 
presently constituting the Light & 
Power holding company system that 
there are six tiers of companies as fol- 
lows: 

The North American Co.8 

North American Light & Power Co.8 
Illinois Traction Co.8 
Illinois lowa Power Co.8 
Des Moines Electric Light Co.8 
Iowa Power and Light Co. 

This pyramid of companies exists 
in contravention of the second sen- 
tence of § 11(b)(2) which forbids 
the perpetuation of more than two 
tiers of holding companies. In view 
of our conclusion that Light & Power 
is an unnecessary holding company, 
we find that Light & Power is an ap- 
propriate company to be eliminated 
from this pyramided structure.’ 





6 The North American Company in its 
brief in the same proceeding stated: “North 
American believes that there is no economic 
justification for the continued existence of 
Light & Power and wishes to avoid continu- 
ance of its operating expenses and taxes.” 

7 See Re North American and Its Subsidi- 
aries, supra. 


8 Registered holding companies. 

8 Presumably there is no opposition by Light 
& Power or North American on this point in 
view of the fact that they have taken a sub- 
stantially similar position in the litigation now 
pending in the United States district court of 
Delaware. 
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RE NORTH AMERICAN LIGHT & POWER CO. 


We observe in passing that in addi- 
ion to owning about 85 per cent of the 
common stock of Light & Power, 
North American also owns about 43 
per cent of Light & Power’s preferred 
stock and 63 per cent of its debentures. 
The record discloses that these senior 
scurities were acquired at substantial 
discounts and at a time when dividend 
arrears on its preferred stock were 
mounting and an earned surplus deficit 
increasing. These facts raise serious 
questions concerning the possible ap- 
plication to North American’s holdings 
of various equitable doctrines. At this 
time, we do not determine or indicate 
in what manner North American’s 
caims as a senior security holder of 
Light & Power shall be treated, as the 
record is not complete on that matter. 
Whether such claims shall be treated 
on a parity with those of the same 
cass held by others; whether North 
American shall be confined to cost, 
computed in light of all relevant fac- 
tors; whether North American’s 
claims must be subordinated in whole 
or in part; or whether some other dis- 
position of these problems may be ap- 
propriate, will depend on a compre- 
hensive inquiry into the facts and a 
consideration of the applicable prin- 
ciples. We reserve jurisdiction to pass 
on these questions at a later time. 

In light of the elaborate provisions 
of the act designed to protect the public 
interest and the interest of investors 
and consumers we are under a duty 
to insure that such interests are prop- 
erly safeguarded in every step which is 
proposed to be taken by a company, 
voluntarily or involuntarily, to accom- 
plish the objectives of § 11(b)(2). 
The questions involved here, however, 
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remain for our further study and de- 
cision, and, accordingly, jurisdiction is 
reserved for that purpose. 


Conclusions 


Under the circumstances of this case 
and on the record presented we find 
that the liquidation of Light & Power 
is necessary to comply with the require- 
ments of the statute. Accordingly, we 
conclude that an order should be en- 
tered at this time directing the liquida- 
tion of Light & Power. Our order 
will provide that North American and 
Light & Power shall proceed with due 
diligence to bring about a liquidation 
of Light & Power in accordance with 
a plan that is fair and equitable to the 
security holders affected thereby. Our 
order will further provide that before 
any action is taken by Light & Power 
or North American in connection with 
the liquidation of Light & Power such 
proposed action shall be the subject of 
an appropriate application to us, and 
will reserve the statutory right of this 
Commission to propose a plan. 

Our order will also provide that the 
hearing shall be convened, without de- 
lay, at the call of the trial examiner 
after appropriate notice, for the pur- 
pose of considering the other issues 
presented under our notice of and or- 
der for hearing dated December 2, 
1941, and particularly to determine 
what further steps should be taken by 
the respondents to bring about com- 
pliance with the requirements of §§ 11 
(b) (2), 15(f), and 20(a) of the act 
as set forth in said order. Our or- 
der herein will also reserve jurisdic- 
tion to enter such further orders in 
this proceeding as may be necessary 
for these purposes. 
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EXHIBIT A 
North AMERICAN LicHT & PowER CoMPANY 


Statement of Assets, Liabilities and Capital at March 31, 1941, being book figures at that date 
adjusted to give effect to the sale subsequent to that date of assets of Nebraska Natural 
Gas Company for $1,700,000 cash and redemption of $2,000,000 series C 5% 
debentures showing amounts to which senior securities are entitled on 

liquidation; with indication of possible value of assets 


Book Figures Indication of 
Assets as Adjusted Possible Value 


Current Assets: 
Cash in Banks $1,766,168 
485,733 
27,559 


Total Current Assets $2,279,460 $2,279,460 
Cash on Deposit with Trustee, which is available for payment of 
debentures 255,365 255,365 
Investments : 
Northern Natural Gas Company, 35% of the capital stock, 
71,050 shares 6,745,710 10,462,320! 
The Kansas Power and Light Company, 100% of the common 
stock, 1,050,000 shares 10,572,000 12,071,223! 
Missouri Power & Light Company 
100% of the common stock, 75,000 shares 4,469,048 2,245,116! 
$6 Cumulative preferred stock, 3,298 shares 313,181 329,8001 
Western Illinois Ice Company, 7 per cent income demand note, 
$525,000 principal amount 525,000 250,000! 
Kewanee Public Service Company, 54% notes due November 1, 
1940, $210,000 principal amount 210,000 210,000! 
Cahokia Manufacturers Gas Company, advance, $276,036 prin- 
cipal amount 78,670 0 
Illinois Iowa Power Company 
5% Cumulative convertible preferred stock, 4,800 shares .... 120,545 148,2002 
Dividend arrears certificates, 800 certificates 4,422 4,2002 
Illinois Power and Light Corporation (name changed to 
Illinois Iowa Power Company) 54% sinking-fund deben- 
tures due March 1, 1957, $16,000 principal amount 14,248 17,0402 
Central Terminal company 6% mortgage note, due November 
27, 1940, $675,000 principal amount 675,000 675,000! 
Illinois Traction Company 
99.95% of the common stock, 115,6663 shares 10,495,291 0 
6% Cumulative preferred stock, 7 shares ............eecee- 70 0 
6% Income demand note and advance, $12,695,317 principal 
amount 12,695,317 732,6968 
Power & Light Securities Company 
100% of the common stock, 1,000 shares 100,000 0 
6% ncome demand note and advance, $1,071,795 principal 
amount 1,071,795 480,4038 
The Blue River Power Company, 50% of the capital stock, 
1,250 shares 85,000 25,000! 
The McPherson Oil & Gas Development Company 
100% of the Capital Stock, 4,000 shares ..............0000. 400,000 
Advance, $98,833 principal amount 98,833 50,0001 
Miscellaneous Investments 24,290 10,000! 


Total Investments $48,698,420 $27,710,998 
Total Assets $51,233,245 $30,245,823 








*These values were determined by the board of directors of the North American Light 
& Power Company, as is evidenced by letter of May 13, 1941, from Allen Van Wyck, president, 
to the stockholders, in anticipation of company compliance with the act. 
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Liabilities and Capital 
Current and Accrued Liabilities 


Funded debt—30-year debentures, 54% due July 1, 1956, $9,000,000 


principal amount, at redemption price of 102 


Total Liabilities .. 


Preferred Stock: 
$6 Cumulative preferred 194,180 shares, $100 per share 
Cumulative dividends July 1, 1932 to March 31, 1941, $52.50 

per share 

Common stock, surplus, and reserve, balance on basis stated above 


Seceusieaeaces $51,233,245 


Total 


NoTES: 


1There are no market prices for these securities. 


of possible realization. 


Cee eee seeresesseereeeseesesseses 


$221,901 
9,180,000 
$9,401,901 


$221,901 
9,180,000 
$9,401,901 
19,418,000 
20,843,922 
10,194,450 
12,218,894 0 
$30,245,823 


The indicated value is based on estimate 


2Based on market quotations at March 31, 1941. 
3Based on indication of possible values of underlying assets as follows: 


Illinois Traction Company—Investments 
Illinois Iowa Power Company 


38.27% of the common stock, 300,000 shares 
100% of the common stock warrants, 300,000 warrants 


Kewanee Public Service Company 


100% of the common stock, 10,000 shares 
7% cumulative preferred stock, $50 par value, 1,496 shares....... 


$712,500 
0 


0 
20,1961 


Western Illinois Ice Company, 100% of the common stock, 1,500 


shares 


Cahokia Manufacturers Gas Company, 100% of the common stock, 


350 shares 


$732,696 


Power and Light Securities Company—Investments 


Illinois Iowa Power Company 


1.59% of the common stock, 12,478 shares 
5% cumulative convertible preferred stock, 12,478 shares 
Dividend arrears certificates, 12,478 certificates 


ORDER 


The Commission having on Decem- 
ber 2, 1941, issued its notice of and 
order for hearing instituting this pro- 
ceeding pursuant to §§ 11(b) (2), 20 
(a) and 15(f) of the Public Utility 
Holding Company Act of 1935; and 

A hearing having been held on the 
issue whether the Commission should 
enter an order requiring the liquida- 
tion of North American Light & Pow- 
er Company; counsel for the Public 
Utilities Division of the Commission 
having submitted proposed findings ; 
and counsel for the North American 
Company and North American Light 
& Power Company, respondents, hav- 
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$29,6352 
385,2582 
65,5102 


$480,403 


ing waived a trial examiner’s report 
and having waived such rights as they 
might have to adduce further evidence, 
request specific findings, make oral ar- 
gument or file briefs with respect to 
the issue whether an order should be 
entered requiring the liquidation of 
North American Light & Power; and 

The Commission having examined 
the record herein with respect to the 
said issue and having this day made 
and filed its findings and opinion here- 
in; 

It is ordered pursuant to § 11(b) 
(2) of said act that said North Ameri- 
can Light & Power Company shall be 
liquidated and its existence terminated. 
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It is further ordered that said North 
American Light & Power Company 
and the North American Company 
shall proceed with due diligence to sub- 
mit to this Commission a plan or plans 
for the prompt liquidation of North 
American Light & Power Company, 
and the termination of its existence, in 
a manner consistent with the provi- 
sions of said act. 

It is further ordered that, before the 
North American Company of North 
American Light & Power Company 
take any step or action for the divest- 
ment of control, securities, or other 
assets by North American Light & 
Power Company, for the purpose of 
enabling North American Light & 
Power Company to comply with the 
provisions of § 11 of said act or with 
the provisions of this order, such step 
or action shall be the subject of an 
application or applications to this Com- 
mission for the entry of necessary or 
appropriate orders. 

It is further ordered that jurisdic- 
tion be, and the same hereby is, re- 
served to enter such further order or 
orders after hearing on appropriate 
notice as may be necessary or appro- 


priate for the purpose of insuring that 
the liquidation of North American 
Light & Power Company is accom- 
plished expeditiously and in a manner 
that is consistent with the provisions 
of the act. 

It is further ordered that jurisdic. 
tion be, and the same hereby is, re- 
served to enter such further order or 
orders after hearing on appropriate 
notice as may be necessary or appro- 
priate with respect to any of the re- 
maining issues in this proceeding and 
particularly for the purpose of deter- 
mining what further steps should be 
taken by any of the respondents here- 
in to bring about compliance with the 
requirements of §§ 11(b) (2), 20(a), 
and 15(f) of the act. 

It is further ordered that the terms 
of this order shall not be deemed to 
rescind or modify in any way the terms 
of this Commission’s order dated June 
3, 1941, in the proceeding entitled Re 
North American Co. (File No. 59- 
10). 

It is further ordered that the hear- 
ing as to said remaining issues shall 
be convened by the trial examiner 
without delay. 





PENNSYLVANIA PUBLIC 


UTILITY COMMISSION 


Re East Penn Transportation Company 


[Application Docket No. 18050, F. 19.] 


Certificates of convenience and necessity, § 1 — Nature of rights conferred. 


1. A certificate of public convenience and necessity issued to a motor trans- 
portation company is in the nature of a revocable permit and not a franchise, 
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and the holder of the certificate does not thereby acquire a property right in 
the route covered by such certificate, p. 318. 


Certificates of convenience and necessity, § 137 — Denial of transfer — Excessive 


purchase price. 


2. Authority to transfer motor carrier rights under a certificate of public 
convenience and necessity at an excessive purchase price, to be paid for 
operating rights and good will and not for tangible physical property, should 
be denied regardless of present earning power of the route and willingness 
of the purchaser to have the sum charged to surplus or such other accounts 
as will not burden the capital assets of the company with any excessive sum 


expended, p. 318. 


[December 29, 1941.] 


PPLICATION for authority to transfer motor carrier rights 
A granted by certificate of public convenience and necessity; 
demied. 


By the Commission: By a joint 
application of East Penn Transporta- 
tin Company and Reading Trans- 
portation Company, filed January 20, 
1941, East Penn Transportation Com- 


pany seeks approval of the transfer of 


the rights authorized to Reading 
Transportation Company under a cer- 
tificate of public convenience issued at 
Docket No. 16085, Folder 87. 

Hearing was held before the Com- 
mission on March 4, 1941. From the 
evidence of record, the Commission 
finds the following facts: 

East Penn Transportation Com- 
pany presently operates a codrdinated 
bus service in the city of Pottsville and 
surrounding territory extending north 
to Minersville, Heckshersville, and St. 
Clair, south to Schuylkill Haven and 
Orwigsburg, and east to Mauch 
Chunk and Summitt Hill in Schuylkill 
and Carbon counties. It operates a 
fleet of 28 busses with a major repair 
and maintenance garage at Pottsville 
and a minor repair and garage in 
Tamaqua. 

Reading Transportation Company 
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under a certificate of public conveni- 
ence dated October 22, 1935, issued at 
Application Docket No. 16085, F. 87, 
is authorized to transport persons, and 
incidental traffic such as baggage, ex- 
press, mail, milk, and newspapers, on 
schedule between the city of Pottsville, 
Schuylkill county, and the borough of 
Lykens, Dauphin county. 

Both Reading Transportation Com- 
pany and East Penn Transportation 
Company now conduct scheduled serv- 
ice between Pottsville and Minersville. 
East Penn Transportation Company 
also furnishes local service in Potts- 
ville but does not furnish service be- 
tween Pottsville and Lykens for points 
beyond Minersville. 

The present Pottsville-Minersville 
service of both the Reading Trans- 
portation Company and East Penn 
Transportation Company is staggered 
so that each is presently operating 
daily, except Sunday, 23 round trips 
between these points. No change in 
the number of trips is contemplated if 
the sale is approved. East Penn 
Transportation Company proposes to 
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operate 46 round trips instead of 23 
using one additional bus for the addi- 
tional trips. 

[1, 2] The consideration price for 
the proposed transfer is $12,000 cash. 
Reading Transportation Company or- 
iginally asked $25,000 while East 
Penn Transportation Company orig- 
inally offered $5,000. Since no tangi- 
ble physical property is proposed to be 
transferred, it is evident that the $12,- 
000 is payment for the operating 
rights and good will value of the route. 

The only additional operating right 
that would be obtained by East Penn 
Transportation Company under the 
proposed transfer is the right to fur- 
nish service between Pottsville and 
Lykens borough for points beyond 
Minersville since East Penn Trans- 
portation Company presently holds a 
certificate of public convenience to 
serve from Pottsville to Minersville. 
While the operation of the route by 
Reading Transportation Company in 
its entirety has shown a net operating 
income for the years 1936 to 1940 of 
approximately $3,800 per annum, the 
service from Pottsville to Lykens for 
points beyond Minersville has consist- 
ently shown during the same period, 
a net operating loss of approximately 
$1,100 to $2,000 per annum, except 
in 1939 when it showed a net operat- 
ing income of $134.17. 

A certificate of public convenience 
cannot be transferred except upon ap- 
proval of the Commission evidenced 
by its certificate of public convenience 
first had and obtained. A certificate 
of public convenience should be grant- 
ed only if and when the Commission 
finds or determines that the granting 
of such certificate is necessary or prop- 


er for the service, accommodation, 
convenience, or safety of the public 

In the present application, the ques. 
tion is whether a certificate of public 
convenience should be granted approy. 
ing the transfer to East Penn Trans. 
portation Company of operating 
rights now held by Reading Trans. 
portation Company where the pur. 
chase price proposed to be paid tor 
these rights is $12,000. 

Many authorities may be cited hold. 
ing that a certificate of public con- 
venience and necessity issued by a 
Commission to a motor transporta- 
tion company, is not a franchise, and 
the holder of such certificate does not 
thereby acquire a property right in the 
route covered by such certificate. The 
supreme court of Pennsylvania in Day 
v. Public Service Commission (1933) 
312 Pa 381, 3 PUR(NS) 103, 167 
Atl 565, adopted the language of the 
supreme judicial court of Massachu- 
setts in Roberto v. Department of 
Public Utilities, 262 Mass 583, PUR 
1928C 585, 589, 160 NE 321, when 
it said: 

ys The certificate was a privi- 
lege. It was neither a contract nor 
property, and its revocation deprived 
the petitioner of no vested rights. 


The issuing of a certificate of public 
convenience is authorized only for the 
purpose of promoting public conveni- 
ence and necessity. It does not confer 
upon the holder of such certificate any 
proprietary interest or franchise in the 
public highways. It is the nature of a 
revocable personal permit, and has not 
the attributes of a property right. As 
expressed by the Commission in Re 
Brackenridge Bus Co. and Harmony 
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RE EAST PENN TRANSPORTATION CO. 


Short Line Motor Transp. Co. (1940) 
36 PUR(NS) 485, 487. 

« | A certificate of public con- 
yenience is neither a license nor a prop- 
erty right, and it therefore may not be 
transferred, bartered, or sold. It is 
issued for the convenience of the pub- 
lic, not for private profit or speculative 
profit. It is never “transferred” by 
us, in the real sense of the word, but 
is always issued de novo to the so- 
To recognize that 
a transfer value attaches to a certificate 
might also require recognition that 
patrons should be required to pay a 
return on the very value which their 
patronage had created.” 

Under the facts of record, the Com- 
mission cannot find justification for 
the payment of $12,000 for the op- 
erating rights and good will proposed 
to be transferred by this application, 
particularly since no tangible physical 
property is being transferred and the 
East Penn Transportation Company 
already has operating rights and good 
will over the only profitable portion of 
the route. To approve the application 
would be approving a purchase price 
that is excessive. As expressed by the 
superior court in Brookville v. Public 
Service Commission, 102 Pa Super Ct 
503, PUR1931E 157, 159, 157 Atl 
513: 

“Not only the rights of the imme- 
diate parties to this sale are involved, 
but the public’s interest is to be protect- 
ed, and it may be detrimentally affect- 
ed if an excessive consideration is 
pe. 


The principal justifications offered 
for the price proposed to be paid are 
the present earning power of the route 
and the fact that East Penn Trans- 


portation Company is willing to have 
the sum charged to surplus or such 
other accounts as will not burden the 
capital assets of the company with any 
excessive sum expended. We find 
both these justifications without mer- 
it. 

The uncertainty of net income as a 
justification for the price is shown by 
the fact that in 1938 the service be- 
tween Pottsville and Lykens exclud- 
ing the income produced by service 
from Pottsville to Minersville had an 
operating loss of approximately $2,- 
000 and the net operating income for 
the whole service over this route for 
that year was only approximately $1,- 
000. While 1938 may be explained as 
a year of depressed business condi- 
tions, the Commission must recognize 
that business may again be depressed 
and that other factors may affect earn- 
ing power materially such as possible 
increases in wages, working condi- 
tions, taxes, and the prices of materials 
and supplies. 

As expressed by the Interstate Com- 
merce Commission in Re Union Bus 
Lines (1937) 5 MCC 201, 204-206: 

a It is well known that one 
of the great evils which has developed 
in connection with the railroads and 
public utilities of this country in the 
past, and from which both they and 
the public have suffered severely, has 
been the ill-advised purchase of prop- 
erties or controlling interests therein 
at extravagant and unwarranted 
prices, It is equally well 
known that such ill-advised transac- 
tions have been justified at the time 
when they were made, in the repre- 
sentations of those responsible, by op- 
timistic views as to the earning power 
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of the properties purchased which oft- 
en were based on the results of past 
operations but without adequate fore- 
thought of contingencies likely to arise 
in the future. Pi 


“Tf transactions of this character 
are to be approved and become at all 
common and widespread, the burden 
which they will place upon the motor 
carrier industry must be obvious. The 
investment in operating rights, which 
initially cost little or nothing, will 
vastly exceed the investment in the 
physical property actually used in con- 
ducting the operations. We are unable 
to believe that such a situation is 
healthy or should be permitted to de- 
velop. Suppose, for example, that a 
system of bus operations were built 
up by purchases at such prices and in- 
volving such obligations and that a 
competitor should come into the field 


seeking operating rights from us on 
the ground that, if they were granted, 
it could furnish better service at lower 
fares because of its freedom from 
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similar obligations. Would we, jp 
such circumstances, be justified in de. 
nying the public the opportunity for 
better service at lower fares?” 

We find that the proposed transfer 
to East Penn Transportation Com. 
pany of rights authorized to Reading 
Transportation Company under a cer- 
tificate of public convenience issued at 
Docket No. 16085, F. 87, for a con: 
sideration of $12,000 is not necessary 
or proper for the service, accommoda- 
tion, convenience, and safety of the 
public. The purchase price proposed 
to be paid for the operating rights and 
good will is excessive and not in the 
public interest ; therefore, 

Now, to wit, December 29, 1941, it 
is ordered: ‘That the approval of the § 
joint application of East Penn Trans- 
portation Company and _ Reading 
Transportation Company of the trans- 
fer of the rights authorized to Reading 
Transportation Company under a cer- 
tificate of public convenience issued at 
Docket No. 16085, F. 87, be and is 
hereby denied. 
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Spontaneous Cooperation 
ofa FREE PEOPLE...” 


4 


2 
| 





3 N EVERY MAIN STREET in 
he land, Chambers of Commerce, 
ade and industrial organizations are 
spontaneously organizing their busi- 
nesses and their communities to mesh 
with the Nation’s War Program. 


This War Program for business is no 
regimented goose step. It is a march of free 
men. Citizens building the battlements of 
public morale, strengthening our produc- 
tion lines. It is a program that evolves 
naturally out of our American business 
system which encourages individual initia- 
tive and individual responsibility. President 
Wilson called it “the spontaneous coopera- 
tion of a free people.” 


Your local Chamber of Commerce, your 
trade and industrial associations are pre- 
pared to work with and for your com- 
munity. They are ready with clear cut plans, 
adaptable for every business organization 
and every local condition. And they have 
been ready for a long time. Ever since 1933 
they have had a National Defense Com- 
mittee studying . . . planning for just such 
a war emergency. 


Your own business organization <; < ; 
your own community will want to know 
about Protection Against Sabotage . . Air 
Raids . . Evacuation . . Fire Protection . . 
Protection of Strategic Centers . . Trans- 
Portation .. Maintenance of Order . . Labor 


Training . . The Smaller Manufacturer . . 
Emergency Housing . . War Financing . . 
Essential Materials . . Safety of Workers. 


These are all part of the War Program 
of your local Chamber. 


In addition, it can furnish you with up- 
to-date lists with addresses of Regional 
Headquarters of Office of Civilian Defense; 
Field Offices of FBI, Army, Navy, OPM and 
other State and Federal defense agencies. 


On the staff of your Chamber of Com- 
merce you will find men and women who 
know you—who are interested in you per- 
sonally because you are a part of the com- 
munity which they serve. They won’t know 
all the answers, but they will know where 
to get them—and quickly. 

Use your Chambers of Commerce, your 
trade and industrial associations; they are 
geared for action. Recognize them as the 
focal point around which both your busi- 
ness and community efforts should be cen- 
tered. Call upon these organizations for 
assistance and at the same time pledge 
them your cooperation. 


* 
This message is published by 


NATION’S BUSINESS 


It is the Goth of a series contributed toward a better 
understanding of the American system of free enterprise. 
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Equipment Notes 

Protection for Utility Plants 

To aid utility companies in adequately pro- 
tecting their plants against sabotage, Worner 
Products Corporation, Chicago, has developed 
anti-sabotage equipment. 

In effect this equipment, which consists of 
long-range photoelectric units in weatherprcof 


isible Fence Equipment 


Inz 


housing, puts an invisible fence around the 
property to be protected. Infra-red (invisible 
light) rays correspond to the rails of the fence. 
When any trespasser goes through the beams 
he sets off an audible or visible alarm or both. 
A signal system connected with the equipment 
will not only give notice of trespass but will 
locate the trespasser within 500 feet. 


“Wired Radio” for Toll Cables 


The Western Electric Company is producing 
specialized, telephone apparatus to meet the 
unprecedented load between the country’s wide- 
ly separated military establishments and de- 
fense bases. 

Known as type “K” carrier equipment, de- 
signed to increase the capacity of Bell System 





DICKE TOOL CO., Inc. 
DOWNERS GROVE, ILL. 
Manufacturers of 
Pole Line Construction Tools 
They’re Built for Hard Work 











Industrial Progress 


Selected information about manufacturers, new prod- 
ucts, and new methods. Also news on utility expansion 
programs, personnel changes, recent and coming events. 


long distance telephone lines, it has been 
described as “wired radio.” Applied to tof} 
cables, it multiplies the number of the tele- 
phone conversations which may be carried on 
simultaneously over the same circuit. 


1942 Kelvinator Electric Ranges 

Kelvinator’s new 1942 line of electric ranges 
in four basic models has been designed to give 
maximum value to the user in terms of food 
conservation, economy of operation and the 
release of more homemaker hours for civilian 
defense work. 

A feature of the new ranges is the Kelvin- 
Maid, the new device that starts, times and 
stops ccoking operations automatically, This 
feature consists of an electric clock, master 
cooking timer, selector switch, minute-timer 
and twin appliance outlets in a trim panel under 
a streamlined fluorescent top light. 

Prices range from $117.95 to $214.95, de- 
livered east of the Rockies. 


Distribution Transformers on 220-Kv Towers 


An ingenious scheme of supplying power to 
beacon lights on top of high-voltage power 
line towers close to an airport, has been de- 
vised by the Westinghouse Electric & Manu- 
facturing Company. A completely self-pro- 
tected distribution transformer is placed at 
each pole top, one for each beacon. Each 
transformer is supplied with power through 
an “undergrounded ground wire.” For the 
seven and a half miles of the 220-kv line one 
of the two ground wires has been insulated 
from ground, and made to carry the “hot” 
side of a 2400-volt, single phase supply; the 
remaining ground wire acts as the return. At 
each pole the distribution transformer steps 
the voltage down to that required for the bea- 
con. To prevent flashover and outage of the 
2400-volt circuit, a De-ion protector tube is 
mounted on each insulator. 

The lightning hazard is met by using self- 
protecting type transformers with built-in De- 
ion tubes that bypass lightning. 


New Metal Cleaner 


A new mineral grease and, dirt digestive sol- 
vent is announced by Curran Corp., Malden, 
Mass. The new grease digestant is called 
Gunk X-11, and is available in the form of 
a concentrate, which may be diluted with a 
grease solvent before use to charge large open 
cleaning tanks or vats. ; 

It is stated that the newly developed diges- 
tive solvent tank is a superior substitute for 
Trichlorethylene vapor phase metal cleaning 
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This is one of numerous 
developments that make 
American Line Construc- 
tion Bodies foremost in 
comfort and safety, as 
well as economy and 
efficiency. 


Send for new circular. 


THE AMERICAN 
COACH &BODYCO. 


Woodland Avenue at East 
93rd St., 


Cleveland, Ohio 


Public Utilities Fortnightly 


MODEL NO. 
4504 


SEATS 5 OR 6 MEN IN COMFORT 


AND SAFETY 


The rear panel of the cab is removed and the junc- 
tion of cab and body sealed with a flexible rubber 
moulding. A steel partition located about 36” back 
from the front panel of the body forms a crew com- 
partment, half of which is in the body and half in the 
cab. A cross-seat in the back of the compartment 
seats three or four men, and two ride in the cab. The 
right front seat in the cab folds forward to allow 
entry and exit through the right front door. Amply 
ventilated to provide comfort in summer. 


AMERICAN 


LINE CONSTRUCTION BODIES 
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tanks, particularly in heavy duty automotive or 
similar applications where there is much in- 
soluble dirt or smut to be removed. 

The marketing of the product is announced 
at a time when there are far-reaching short- 
ages of all chlorinated solvents. 

The new cleaning method is carried out by 
cold immersion of greasy or dirty parts. The 
new solvent, it is said, not only takes the cling 
out of hard mineral dirt and grease accretion, 
but emulsifies them as well, so that they may 
be instantly and completely rinsed away by 
sluicing with a water hose. 


Chromalox Melting Pots for Soft Metals 
The Edwin L. Wiegand Company, Pitts- 
burgh, Pa., announce new Type P Chromalox 
melting pots for melting solder, lead, babbitt, 
tin and type metal (not zinc). The new pots 


Insulated Jacket Improves Crucible 


are rated from 250 watts to 9,000 watts for 
operation on 115, 230, and 460 volts, single 
phase a.c. Melting capacity is from 10 lbs. to 
920 lbs. of load depending upon the size of 
melting pot. 

Heating elements and electrical connections 
are entirely enclosed within the insulated 
jacket, assuring absolute protection, safety in 
handling, and leaves the interior of the crucible 
free of obstructions for maximum capacity. 
Low radiation losses and maximum efficiency 
are assured through the use of high quality 
insulation. 


70 MASTER-LIGHTS 
@ Electric Portable Hand Lights. 
© Repair Car Spot and Searchlights. 
© Emergency (Battery) Floodlights. 
CARPENTER MFG. CO. 


179 Sidney St., —mgees 7 ~ gene 








MASTER-LIGHT MAKER 





New Motor With All-around Protection 

The greatest motor improvement in years 
is how Allis-Chalmers describes the “Safety- 
Circle” protection of its new Lo-Maintenance 
Motors. Specially developed to give the motor 
complete all-around protection, the “Safety- 
Circle” is a wide, solid rib—integrally cast as 
part of the frame—which forms an unbroken 
circle of protection around the stator. 

A more liberal use of electrical materials 
makes this motor internally and electrically 
stronger because current and magnetic densj- 
ties are less extreme. Improved bearing design 
delivers smoother performance with full-flow 
lubrication and easier maintenance. Additional 
cross strength has been built into the distor- 
tionless stator for maximum power efficiency, 


Glare-Free Bulb Conserves Vitamins 


A new incandescent light bulb, with less red 
and more green-yellow rays has been devel- 
oped by the Save Electric Corp., Toledo, Ohio, 
It is used for all applications where eyestrain 
and fatigue result from close work in labo- 
ratories, tool-rooms, factories, draughting 
rooms, offices, homes, or wherever artificial 
light is used. 

The new bulb casts a pastel green hue on 
white substances, making them glare-free and 
creating about the same effect as ordinary 
light on “eye-ease” (green) paper. According 
to the manufacturer, it is endorsed by oculists 
and scientists as producing a more comfort- 
able type of light designed to reduce eye and 
body fatigue and to conserve Vitamin A. 

The bulb is coated with ceramic “glass-on- 
glass” filter coating and, is known as Verd-A- 
Ray, a registered trade-mark. It can be used 
in any incandescent lamp outlet—no special 
fixtures are required and it consumes the same 
amount of current as standard lamps of equal 
wattages. Made in sizes 40 to 1500 watts, the 
new bulb is priced at 25¢ up to and including 
100 watt. Special electrically equipped dis- 
penser display, an attractive window card, and 
an adequate supply of literature are included 
free with retailer’s deal of 48 assorted sizes. 


Photoelectric Blackout Switch 


Photoelectric equipment for automatically 
turning off billboard, store window, and other 
time switch controlled illumination in case ot 
blackout has been developed by Photoswitch, 
Inc., Cambridge, Mass. To public utilities this 
equipment offers an alternative to the loss in 
load which is taking place in all localities where 
blackout codes have been adopted. 

The blackout switch, according to the manu- 
facturer, presents the most economical, reli- 
able, and foolproof method for permitting il- 
luminated billboards, store window displays, 
and other time switch controlled, illumination 
to remain in operation in districts where black- 
out regulations are in effect. It has been ap- 
proved by the blackout committees of many 
Eastern cities, and is being adopted by the lead- 
ing outdoor. advertising concerns. 

The Photoelectric Switch is located on the 
billboard or in the store window which 1s to 
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be operated. It is aligned with the nearest street 
lamp. When this centrally controlled street 
lamp is turned out, photoswitch observes this 
and turns off the illumination which it is con- 
trolling. 

Photoswitch Blackout Control operates from 
a supply of 115 volts a. c., and controls in its 
output 20 amperes at 115 volts. The control 
is designed, to operate independent of a momen- 
tary flickering of the street lamp, and also 
independent of ambient light conditions. Other 
types are available for d. c. operation. 


Blackout Paint 


A blackout paint that is claimed to meet all 
the requirements for ease of application, ob- 
scuring of light and reflections, simplicity of 
removal and economy is announced, by The 
Midland Paint & Varnish Co., Cleveland. 

This new formula known as Midland P-40 
blackout paint has been made for outside ap- 
plication. The inside painting of glass is not 
recommended since light reflections and hala- 
tions would still be visible even for long dis- 
tances. The new paint dries rapidly (30 to 40 
minutes) to a self-leveling, dull, flat surface 
that inhibits reflections or halations. It can be 
brushed on or thinned with proper solvent to 
spraying consistency. Average area covered, is 
550 square feet to the gallon. 

The manufacturers claim that P-40 black- 
out paint is resistant to heat and moisture. It 
may be removed easily from glass windows 
simply by wiping off with inexpensive solvent. 
In the blacking out it is also suggested that 
windows be suitably taped on inside to with- 
stand shattering from bomb concussions. 


¥ 


Manufacturers’ Notes 
Wensley Made General Manager of ITE 


Mr. Roy J. Wensley, formerly assistant gen- 
eral manager, was recently appointed general 
manager of the I-T-E Circuit Breaker Co., 
Philadelphia. 

Mr. Wensley joined I-T-E in 1935 as as- 
sistant general manager to take charge of all 
modernization projects in production of air 
circuit breakers and switchgear. Prior to 
1935, Mr. Wensley served 18 years in engi- 
neering capacities at Westinghouse Electric & 
Manufacturing Company, principally with 
switchgear, refrigeration and electrical relays. 


Nash and Kelvinator Advertising Merged 
The advertising and sales promotion depart- 


ments which have served the Nash Motors and 
Kelvinator Divisions of the Nash-Kelvinator 
Corporation, Detroit, have been merged, ac. 
cording to an announcement by F, R. Pierce 
vice president in charge of sales. 

The new unit, to be known as the depart. 
ment of advertising and public relations, will 
be headed by H. G. Little, Nash advertising 
director. C. J. Coward will be associate 4j- 
rector of advertising. 


1942 Westinghouse Mazda Lamp Campaign 

In step with the nation’s war efforts, special 
items featuring national defense mark the 
1942 window display program to help mer- 
chandise Westinghouse Mazda lamps, recently 
announced by the advertising and sales promo- 
tion department of the Westinghouse lamp 
division. The complete program consists of 36 
new selling aids from small counter posters 
to large island display units. 

Outstanding is a window display headline 
“Marks of Service,” showing 14 emblems of 
the nation’s armed forces such as naval avia- 
tion, signal corps and tank corps. Attention is 
also directed to the Westinghouse Circle W as 
an emblem of better lighting service. 


WPB Appoints G-E Executive 


Philip D. Reed, chairman of the board of 
directors of the General Electric Company, 
will head the Industrial Branches in the Divi- 
sion of Industry Operations of the War Pro- 
duction Board, according to a recent announce- 
ment by J. S. Knowlson, director of the divi- 
sion, 

In February, 1941, Mr. Reed became senior 
consultant in the Priorities Division of the 
OPM. Later he was appointed deputy director 
of the Materials Division, and on January 1, 
1942, he was made special assistant to the di- 
rectors general in charge of Industrial 
Branches. His new position will involve simi- 
lar duties. 


M.M.&M. Expand Sales Training 


Manning, Maxwell & Moore, Inc., Bridge- 
port, Conn., announce the appointment of Al- 
bert A. Haniford to their sales department to 
extend their program of sales training for 
company salesmen. 

Formerly with Johns-Manville, Mr. Hani- 
ford was instrumental in the development of 
the National Housing Guild, the most com- 
plete national program to codrdinate and mer- 
chandise the products and services of the 
building industry. 





For Plant 
Protection 


Maintenance 


WHEAT 


25,000 Beam C.P. 
2,500 


. am 
12 A.H.—4 Volt 
Weight 6 Ibs. 


Rechargeable Spotlight 3o7.ci8 


KOEHLER MANUFACTURING C0. Mariboro, Mass. 
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Pennsylvania 
builds for Pennsylvania are building into our prod- 


uct assured dependability of perform- 


* ance that springs from vast experience 
Victor and expert engineering skill. With us 
i the question is not how will it profit us, 
but how will it profit the nation? That 
is the keynote of our earnest endeavor 
to build the most reliable transformers 

. and to build for Victory! 


TRANSFORMER COMPANY 


808 Ridge Avenue, N. S., Pittsburgh, Pa. 
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40 INDUSTRIAL PROGRESS—( Continued) 


Manufacturers’ Notes (Cont'd) 
A.S.H.V.E. Award to Dr. F. E. Giesecke 


Dr. Frederick Ernst Giesecke, professor em- 
eritus, heating, ventilating and air condition- 
ing, at A. & M. College of Texas, has been 
awarded the F. Paul Anderson Gold Medal 
by the American Society of Heating and Ven- 
tilating Engineers for distinguished scientific 
achievement. 

The committee on award honored Dr. 
Giesecke for his notable contributions to the 
advancement of heating based on his research 
work in the fields of heat transfer and hot 
water heating, and for his eminent services to 
the Society as a member and officer. 


Restricts Lamp Manufacturers 


Seeking to save large quantities of nickel, 
brass and copper, the War Production Board 
has ordered sharp curtailment in the use of 
these critical materials for manufacture of 
non-essential incandescent lamps. 

During February, March and April, con- 
sumption of nickel, brass, copper or any other 
metal for lamps designed primarily for use on 
Christmas trees or for advertising, decorative 
or display purposes, must be reduced by 50 
per cent each month below consumption dur- 
ing 1940. 


¥ 


Catalogs and Bulletins 
New Water Column Catalog 


An attraction and informative catalog (No. 
414) has been issued by The Reliance Gage 
Column Co., Cleveland, Ohio. The 16-page 
beoklet describes Safety Water Columns and 
accessories for working steam pressures up to 
250 pounds. It is profusely illustrated, with di- 
mension and selection tables, and diagrammed 
installation instructions. 


Report on Electrical Standards 


The electrical Standards Committee Report 
for 1941 has been published by the American 
Standards Association. It reviews the work 
that has been completed and describes the new 
standardization projects undertaken within the 
year. The report appears in the January issue 
of Industrial Standardization. 


G-E Catalog on Electric Heaters 


Publication GED-650B, recently issued by 
the General Electric Company, lists the com- 
plete line of G-E electric heaters, heating de- 
vices, and heat control equipment. Each item 
in the line is pictured, and many are accom- 
panied by a list of applications as well as by 
installation and operation data. 

Many photographs show interesting jobs be- 
ing done by electric heaters in industry. In- 
formation useful in calculating power require- 
ments, a tabulated list of uses for G-E electric 
furnaces, and a list of G-E industrial heating 
publications round out the catalog. 


Turret Lathe Bulletin 


The new South Bend No. 2-H Turret Lathe 
is described in Bulletin No. 67-T, recently an. 
nounced by the manufacturer. 

This 4-page, letter size, bulletin is a cop. 
densed catalog which may be conveniently 
filed for ready reference. In it the South Bend 
No. 2-H Turret Lathe is fully illustrated and 
described. Complete specifications are given 
and construction features are shown. 


Meter Cleaning Device 


Literature describing the new L & R indus. 
trial cleaning machine and L & R cleaning and 
rinsing solutions for cleaning precision de. 
vices, has been issued by L & R Manufactur. 
ing Co., Newark, N. J. 

A booklet describes this cleaning method 
and illustrates its use in cleaning meters and 
other precision units. 


Protective Lighting 


A timely and interesting folder entitled 
“Plant Protection Begins with Floodlighting” 
has just been released by the Goodrich Ele: 
tric Company, 4600 Belle Plaine Avenue, Chi- 
cago. Dealing with the present and urgent! 
need for protective lighting around industrial 
plants, this folder illustrates the various styles 
of porcelain enameled floodlights available to 
meet the demands for illumination in different 
Iccations. All equipment listed are in accord- 
ance with FBI specifications. 

In addition to many popular styles of per- 
manent and portable floodlights, the folder also 
introduces a new fixture known as the Elipso 
Standlite, designed for high intensity and 
sharply defined lighting around property lites 
without illuminating buildings and grounds, 

Copies of the folder may be obtained by 
writing the Goodrich Electric Company. 


ASHVE Issues 1942 Guide 


The 1942 edition of Heating, Ventilating, Air 
Conditioning Guide, issued by the American 
Society of Heating & Ventilating Engineers, 
marks the twentieth anniversary of publica- 
tion. In 1922 the first issue of The Guide was 
a book of only 360 pages, limited in its cover- 
age of the technical phases of the industry 
and in presentation of manufacturers’ equip- 
ment data. The 1942 edition contains 12% 
pages and treats exhaustively every phase of 
heating, ventilating and air conditioning, and 
related phases of refrigeration. 3 

During the 20 years of publication, many 
men of long training and expert knowledge of 
their respective fields have contributed eng 
neering data and general information tha 
have made the Technical Data Section the 
accepted authority in every branch of the pte 
fession and the industry. The Guide is n0W 
widely used as a reference book in Ameri 
and abroad; in many schools and colleges 
is used as a text and reference book. Bout 
in a stiff blue cover and gold stamping, UF 
price of individual copies is $5.00 and 
for a thumb-indexed edition. 
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A complete man- 
ual of central 
station practice 


Editor-in-C hief 
CLARENCE H. 
SANDERSON 


Asst. Electrical Engineer, 
The New York Edison 
Co.; Fellow, American 
Institute of Electrical 
Engineers. 


Assisted by a Staff of 
Electrical Engineering 
Experts 


1131 pages, 5 x 8 
flexible 
illustrated 
$5.00 


Here is a complete 
guide to the design, 
operation and main- 
tenance of electric 
systems, covering 
every phase of the 
subject from the gen- 
eration of electricity 
to its distribution. 


Thorough; Practical 


The book answers 
the demand for a 
practical handbook 
which will tell the 
story of the electric 
system as a whole— 
beginning with the 
fundamentals of elec- 


ELECTRIC 
SYSTEM 
HANDBOOK 














Section Headings 


. Electrical Energy and 
Its Transmission 

. Auxiliary Electrical 

Equipment. 

. Switchboards 

. Motors 

. Generating Stations 

. The Transmission Sys- 

tem 

Alternating Current 

Substations 

. Railway Substations 

. Direct Current Substa- 
tions for Light and 
Power 

10. Distribution 

. Protection of Electrical 
Apparatus, Circuits and 
Systems 

. Inspection and Main- 
tenance 

. Electrical 


ables 
. Standard Definitions of 
Electrical Words and 
Terms 


2-2 N eoMbw wv 


Engineering 








Catalogs and Bulletins (Cont'd) 


Spray Equipment 

A comp-ete line of spray equipment for hy 
manual and automatic operation is descrity 
and illustrated in a 32-page booklet (cata) 
No. 80) issued by the Eclipse Air Brush Coq 
pany, Newark, N. J. 

Pneum:x air mo‘ored agitators for all my 

, jobs in batches up to 300 gallons are ag 
described. Many pictures of spray equipmey 
in operation on various types of work are j 
cluded. ‘The introductory section of the cp 
log outlines the reasons for the low press 
principle under which all Eclipse spray eqgj 
ment operates. 


Loose Leaf Pricebook 


A new loose leaf equipmen: manyal 
pages and cover) has been issued by Remis 
ton Rand, Inc., Buffalo, N. Y. 

This publication marks a change in the 
prices-in-catalogs” policy heretofore follows 
by this manufacturer by combining the m 
of buyer’s guide and pricebook.. The copy 
informative with less than usual emphasis 
the selling motif. Illustrations are designed 
inform rather than glamourize. 

This book is the first of a series which, 
cording to a recent announcement, will expl 
the products of all divisions of the compa 
in a like manner. 

Loose leaf equipment was given immediat 
priority because it is an economic answer 
the new emphasis on record keeping, and als 
the raw materials that go into i‘s manufactu 
are less subject to curtailment than metal. 

Copies of the new catalog are availa 
upon request from the manufacturer. 


Controls for Cooking Equipment 


contained in a new 18-page, illustrated bookle 
just issued by the Robertshaw Thermostd 
Company. The booklet covers various efficie 
types of thermostats for a wide range 0 
equipment. 

Devices illustrated and described inclu 
three models for gas-heated and one model f 
steam-heated coffee urns ; four models for 


heated coffee makers; three models for ga 
heated and one for steam-heated steam table 
Six models are shown for deep fat fryers amt 
four for gas-heated griddles. For gas-heate 
ranges and bake ovens eight models are i 
cluded, and five for gas-heated and one 10 
steam-heated dish washers and _ sterilize 
Electric thermostats for the above and for mi 
cellaneous uses are also shown. 

The text discusses the installation of 
models. It also presents data about savilg 
and improvement in cookery through corr 
use of heat, based on long series of tests usm 
scientific thermostatic control. Copies o! ® 
booklet are available free upon request! 
Robertshaw Thermostat Company, 30 
St., New York. 
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tricity and generation and carrying on through 
transformation, transmission, power lines, de- 
sign, construction, operation, repair, inspection 
substations, etc. The text is written in the 
language of the everyday workman. Higher 
mathematics is entirely omitted and all tech- 
nical expressions are fully explained. 
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Power and traction to take them anywhere are coupled with 
the ultimate in strong, long wearing material. Thus, not 


els for ga : : 
steam tabled only mere repair costs but the even more serious service- 
: ee interruptions are brought to a minimum. These are user- 
dels are it substantiated facts that help tell the story of why Clevelands’ 
aa continuity of performance pays you big dividends in result- 
and for mi ant cost-savings. 
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LOS ANGELES ORDERS SECOND 
LARGE RILEY UNIT 


a PEEEC STA vee nee Me See 


| 


DEPARTMENT OF WATER & POWER, HARBOR STEAM PLANT 
CITY OF LOS ANGELES, CAL. 


675,000 lbs. steam per hour, 1091 lbs. design pressure, 915° F. steam temperature, 
fired by gas & oil. 86.1% eff. 


Riley Boiler, Superheater, Steam Temperature Control, Economizer, Water Cooled 
Furnace, Steel Clad Insulated Setting & Ljungstrom Air Heater. 


RILEY STOKER CORPORATION 


WORCESTER, MASS. 


BOSTON NEW YORK PHILADELPHIA’ PITTSBURGH BUFFALO CLEVELAND DETROIT SEATTLE 
ST. LOUIS CINCINNATI HOUSTON CHICAGO ST. PAUL KANSAS CITY LOS ANGELES ATLANTA 


COMPLETE STEAM GENERATING UNITS 


RILEY STEAM GENERATING UNI! 


¢ 
' 
5 
E 


BOILERS - SUPERHEATERS - AIR HEATERS - ECONOMIZERS - WATER-COOLED FURNACES | 


PULVERIZERS - BURNERS - MECHANICAL STOKERS - STEEL-CLAD INSULATED SETTINGS” 
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MODERN LIGHTING 
FOR INDUSTRY 





PRECISION production has been for- 
warded greatly by fluorescent light- 
g. In this field, Westinghouse has been 
pioneer in recommending and develop- 
e high intensities and power-factor 
rection. In this typical industrial 
on plication the worker enjoys conditions 
Caled proximating daylight, less eye fatigue 


d the coolness which characterizes 


| 4 orescent lighting. 


SEATTLE 
ATLANTA 


Westir ghouse 4 
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ELECTRICAL PARTNER OF CENTRAL STATION INDUSTRY 
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A WAR MESSAGE 


to 


ALL EMPLOYERS 


* 


Winntnc Tats War is going to take the 
mightiest effort America has ever 
made—in men, materials, and money! 


An important part of the billions of 
dollars required to produce the planes, 
tanks, ships, and guns our Army and 
Navy need must come from the sale of 
Defense Bonds. Only by regular pay- 
day by pay-day investment of the 
American people can this be done. 


Facing these facts, your Government 
needs, urgently, your cooperation with 
your employees in immediately enrolling 
them in 


A PAY-ROLL SAVINGS PLAN 


The voluntary Pay-Roll Savings Plan 
(approved by organized labor) provides 
for regular purchases by your employees 
of Defense Bonds through voluntary 
pay-roll allotments. All you do is hold 
the total funds authorized from pay- 
roll allotments in a separate account and 
deliver a Defense Bond to the employee 


From the United States Treasury Department * 


each time his allotments accumulate to 
an amount sufficient to purchase a Bond, 


You are under no obligation, other 
than your own interest in the future of 
your country, to install the Plan after 
you and your employees have given it 
consideration. 


WHAT THE PAY-ROLL SAVINGS 
PLAN DOES 


1. It provides immediate cash now 
to produce the finest, deadliest fighting 
equipment an Army and Navy ever 
needed to win. 2. It gives every 
American wage earner the opportunity 
for financial participation in National 
Defense. 3. By storing up wages, it 
will reduce the current demand for con- 
sumer goods while they are scarce, thus 
retarding inflation. 4. It reduces the 
percentage of Defense financing that 
must be placed with banks, thus putting 
our emergency financing on a sounder 
basis. 5. It builds a reserve buying 
power for the post-war purchase of 
civilian goods to keep our factories run- 
ning after the war. 6. It helps your 
employees provide for their future. 


Make Every Pay Day - BOND DAY 


U. S. Defense BONDS * STAMPS 
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“{HELPING TO 
IN A WAR 


“What am | doing to help win 
this war?” That’s a question 
everyone should ask himself. 
We did—and here’s an 
account of our contribution 
to victory. We are making 
heat controls required for 
national defense. Many of 
these are going into equip- 
ment for defense housing 
where they will help supply 
defense workers with properly 
cooked, energy-building foods. 
We have converted a large part 
of our civilian facilities and have 
added tremendously toour plant 
capacity—all of these facilities 
producing munitions for the 
armed forces. We are working 
24 hours a day, 7 days a week 
to supply our share of the maxi- 
mum effort required to win 
total war. 


ROBERTSHAM 


fend y) HEAT CONTROLS : 








-ROBERTSHAW THERMOSTAT COMPA - 
_ YOUNGWOOD, PA 
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Above: The veteran International T-20 Trac- 
TracTor. Right: The new, streamlined Interna- 
tional TD-6 Diesel TracTracT or. 


INTERNATIONAL TracTracTors | 


Are “All-Out-for-Victory” 


AMERICA is engaged in a gigantic 
struggle for the very preservation of 
the nation. Industry and Agriculture 
look forward to a VICTORY in which 
all men and women will share—and for 
which all of us must do our part. 


All of us are pulling together to fill a 
great “all-out-for-America” production 
assignment. The job calls for every 
ounce of energy at our command and for 
maximum output from machines and 
equipment. 


International TracTracTors, old and 
new, are playing a vital role in this 
March to Victory. They are helping 
build factories, roads, streets, airports. 
They’re at work for private industry and 
utilities. They’re at work in mines and 
in quarries. You see them in the forests 


and on the farms. All this varied activity 
is in addition to the ever-increasing 
number of TracTracTors in the service 
of the Armed Forces. 


International TracTracTors are de- 
signed and built for the toughest going. 
But now, more than ever, even the best 
machines need servicing—the kind In- 
ternational Industrial Power dealers are 
equipped to give. Rely on their trained 
personnel, modern equipment and com- 
plete stocks of Genuine IHC Parts. 


Let International Service keep your 
equipment in first-class working condi- 
tion. Keep your TracTracTors working 
for a stronger America — and for 
VICTORY! 


INTERNATIONAL HARVESTER COMPANY 
180 North Michigan Avenue = Chicago, Illinois 


INTERNATIONAL HARVESTER 


This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 





y 26, 1942 MFebruary 26, 1942 Public Utilities Fortnightly 


— 








BAYER SOOT CLEANERS 


APPLIED TO 


MODERN PUBLIC UTILITY BOILER 









































































































































































































































605,000 LBS./HR BOILER PULV. COAL FIRED 
1350 LBS. PRESSURE 950°F. STEAM TEMPERATURE 


THE BAYER COMPANY 


ST. LOUIS, MISSOURI 
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SPECIAL ANNOUNCEMENT: 
-- P.U.R. Now Gives You F.U.R.A. .-- 


FEDERAL UTILITY REGULATION ANNOTATED (SEC) 


The Public Utility Holding 
Company Act of 1935 
as administered by the 





Securities and Exchange Commission 


1935 to 1941, Inclusive 


A Section by Section Treatment 
of the Act, with 


(1) Effective SEC Rules 


(2) Annotations of Commission 
and Court decisions 


(3) Supplemental notes 


OTHER FEATURES: Historical introduction, 
personnel of the Commission since organiza- 
tion (1934-1941), complete alphabetical list of 
subsidiaries of holding company systems, rules 
of practice, comprehensive subject index, an- 
nual pocket supplements. Price, $12.00; in com- 
bination with Public Utilities Reports, $10.00. 


AND TO KEEP YOU UP TO DATE: 
F.U.R. A. - CURRENT SERVICE = S.E.C. 


A continuing record issued at frequent intervals. 
First issue, January 15, 1942. 


Summaries and analyses of commission and court decisions 
Special studies of financial aspects, policies and practices 
Comments upon observable regulatory trends and tendencies 
References to and excerpts from addresses by members and staff 
Brief reviews of pertinent articles in periodical literature 

Notes on legislative proposals and congressional debates 

Guides to collateral material of interpretative or suggestive value 
All dependable information clarifying or expounding the Commis- 
sion's work 








Furnished in pamphlet form with binder—Annual subscription, $100.00 





PUBLIC UTILITIES REPORTS, INC. 
1038 MUNSEY BUILDING 
WASHINGTON, D. C. 
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GELATIN AND LIQUID MACHINES—Because 
Ditto leads, Ditto offers most advanced 
types of both gelatin and liquid duplicators. 


~~ 
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BE PREPARED! 


Be informed! Send for stud- 
ies, forms and manual of 
methods in actual use, prov- 
ing Ditto’s speed and econ- 
omy!... DITTO, Inc., 669 S, 
OakleyBlvd.,Chicago,U.S.A. 


DITTO METHODS 
GIVES WINGS TO UTILITIES 
DETAIL 


... EVERYBODY IS FREED 
FOR MORE AND BETTER WORK 


Once is enough! Retyping and rewriting 
wastes precious time, energy, and payroll, 
and that can’t be tolerated today. 

Yet think how all or part of payroll 
figures, accounting data, accumulative 
reports, rate schedules, service forms, 
reports, and the like, are copied and re- 
copied before the operation is finished! 

That’s why the ERRORLESS Ditto 
methods multiply the effectiveness of your 
people— getting MORE and QUICKER 
and WHOLLY ACCURATE work done. 
Adapted to your present system, Ditto 
can work wonders! 


DITTO, Inc. 

669 S. Oakley Blvd., Ch:cago 

Gentlemen: Without obligation please send me: 
( ) New Ditto Machine Data 

( ) “Copies, Their Place in Business” 

( ) Arrange a Ditto demonstration for me 


My Nate ....ccccscccccccccccccsccccncceceseseece 
COMPANY «oe cane cccccccencccccccccceseeceseseees 
Pag es ook ac GaSe CON enc ced eb ec bteekaceceees 


DP canuusp vtaveekten Ces <<. cca ias cc Sis cS 
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PROFESSIONAL DIRECTORY 


® This Directory is reserved for engineers, account- 
ants, rate experts, consultants and others equipped to 
serve utilities in all matters relating to rate questions, 
appraisals, valuations, special reports, investigations, 
financing, design and construction. 

















THE AMERIGAN APPRAISAL GOMPANY 


INVESTIGATIONS, APPRAISALS AND STUDIES 


for 
ACCOUNTING AND REGULATORY REQUIREMENTS 
NEW YORK WASHINGTON CHICAGO MILWAUKEE SAN FRANCISCO 


and other principal cities 








DAY & ZIMMERMANN, INC. 
ENGINEERS 
PHILADELPHIA 


PACKARD BUILDING 








orsice FOLD, Bacon « Davis, nc. mare coor 


CONSTRUCTION £nai APPRAISALS 
OPERATING COSTS ngineers INTANGIBLES 
VALUATIONS AND REPORTS 


NEW YORE PHILADELPHIA WASHINGTON CLEVELAND OHIOAGO 








J. H. MANNING & COMPANY 


120 Broadway Field Building 
New York ENGINEERS Chicago 

Business Studies Purchase—Sales Valuations 

New Projects Management Reorganizations 

Consulting Engineering Mergers 


Public Utility Affairs including Integration 








SANDERSON & PORTER 
ENGINEERS AND CONTRACTORS 
Design and Construction of Industrials 
and Public Utilities. 
Reports and Appraisals in Connection 


With Management Problems, Financing, Reorganization. 
New York San 
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PROFESSIONAL DIRECTORY (continued) 





Sargent & Lundy 
ENGINECRS 
Steam and Electric Plants 
Utilities—Industrials 
Studies—Reports—Design—Supervision 
Chicago 














STONE & WEBSTER ENGINEERING CORPORATION 


DESIGN AND CONSTRUCTION 
F REPORTS * CONSULTING ENGINEERING ° APPRAISALS 


BOSTON « NEWYORK e CHICAGO ee HOUSTON ec PITTSBURGH 
SAN FRANCISCO e LOS ANGELES 


























) 
| THE J. G. WHITE ENGINEERING CORPORATION 
ENGINEERS AND CONSTRUCTORS 
Steam Power, Hydroelectric and Industrial Plants 
Examinations, Reports and Appraisals 
NEW YORK NEW ORLEANS 
D 
ae BARKER & WHEELER, ENGINEERS EARL L. CARTER 
DESIGNS AND CONSTRUCTION — OPERATING Consulting Engineer 
BETTERMENTS — COMPLETE OFFICE SYSTEMS — REGISTERED IN INDIANA, NEW YORK, OHIO, 
7 MANAGEMENT — APPRAISALS — RATES PENNSYLVANIA, WEST VIRGINIA, KENTUCKY 
3 Public Utility Valuations, Reports and 
11 PARK PLACE, NEW YORK CITY Original Cost Studies. 
, 36 STATE STREET, ALBANY, N. Y. 910 Electric Building . Indianapolis, Ind. 
D 
—— BLACK & VEATCH ROBERT E. FOLEY 


CONSULTING ENGINEERS 


ting Engine 
Appraisals, investigations and re- Erec 8 — 











ports, design and supervision of con- Telephone Lines—Rural Lines—Fire Alarms— 
struction of Public Utility Properties Transmission Lines 
4706 BROADWAY KANSAS CITY, MO. 48 Griswold St. Binghamton, N. Y¥. 
H. T. CANFIELD Francis S. HABERLY 
ENGINEERING ASSOCIATES ENGINEER 
. ie and Busi Reporte Appraisals—Original Cost Accounting— 





Investigations, Valuations, Cost Studies, Rates 
Regulatory Problems and Proceedings 


61 BROADWAY NEW YORK 


Rates—Depreciation—Trends 
122 Sout Micuican AVENUE, CHICACcO 
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JACKSON & MORELAND 
ENGINEERS 


¢ 
PUBLIC UTILITIES—INDUSTRIALS 
RAILROAD ELECTRIFICATION 
DESIGN AND SUPERVISION VALUATIONS 
ECONOMIC AND OPERATING REPORTS 


BOSTON NEW YORK 











JENSEN, BOWEN & FARRELL 


Engineers 


Ann Arbor, Michigan 


Appraisals - Investigations - Reports 
in connection with 
rate inquiries, depreciation, fixed capital 
reclassification, original cost, security issues 








SLOAN & COOK 
CONSULTING ENGINEERS 


120 SOUTH LA SALLE STREET 
CHICAGO 


Appraisals—Original Cost Studies 
Depreciation, Financial, and Other Investigations 
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JOHN DAVEY 
Founder of Tree Surgery 


Beware of Sleet 


The season of bad ice sforms 
is about here. Trees along your 
lines must be made safe. War 
needs make that doubly im- 
portant. Davey tree trimmers 
can help you. 


Always use dependable Davey Service 


DAVEY TREE EXPERT CO. KENT. OHIO 


DAVEY TREE SERVICE 

















J. W. WOPAT 


Consulting Engineer 
Construction Supervision 


Appraisals—Financial 
Rate Investigations 


1510 Lincoln Bank Tower Fort Wayne, Indiana 














PUBLIC UTILITIES 
FORTNIGHTLY 


is read every other week by the key 
men in the utility industry. Keep 
your name before them by being a 
regular advertiser in our Professional 
Directory. 


Rates Will Be Sent Upon Request 
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Papers 
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Forms 
Records 
Stationery 


Superior Quality 
MADE FROM COTTON FIBERS 


PARSONS PAPER CO. 


HOLYOKE - MASSACHUSETTS 


Mention the FortN1iGHTLY—It identifies your inquiry 
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Now Available 


EFFECT OF THE 
NATIONAL EMERGENCY 
UPON UTILITY 
RATE REGULATION 


A Volume Containing the Entire 1941 Convention Proceedings 


of the 
NATIONAL ASSOCIATION OF 
RAILROAD AND UTILITIES COMMISSIONERS 


Including round-table discussions and reports on other timely and 


important subjects: 


Rate Adjustments Under the National Emergency—Cooperation Between 
the Federal Communications Commission and State Commissions in 
Special Studies of Telephone Regulatory Problems—Transporta- 
tion Problems in the National Emergency (including border 
problems)—Trends in Public Utility Finance—Power 
Problems Under the Defense Program—lIntegra- 
tion of Utilities Under the Holding Company 
Act—Accounting and Valuation Prob- 
lems These and others 
$6.00 
COMMITTEE REPORTS SEPARATELY PRINTED AND OTHER 1941 PUBLICATIONS 
OF THE NATIONAL ASSOCIATION OF RAILROAD AND UTILITIES COMMISSIONERS 
Regulatory Standards for Utility Securities 1.5 

Comparative Studies of Utility Costs and Rates 
Report of National Defense Program Committee 
Report of Committee on Developments in Regulatory Law 
Interpretations of Uniform System of Accounts for Electric Utilities, E-2, E-3, E-4 é 
Interpretations of Uniform System of Accounts for Gas Utilities, G-1, G-2, G-3, G-4 ... 1.50 
Interpretations of Uniform System of Accounts for Water Utilities, W-1, W-2, W-3, W-4..° 1. 
The Sliding Scale 75 
Report of Committee Cooperating With the Federal Communications Commission in Spe- 

cial Telephone Regulatory Problems 
Report of Committee on Uniform. Motor Freight and Railroad Classification 
Report of Committee on Valuation 
Report of Committee on Cooperation between State and Federal Commissions 1 
Annual Report Forms For Electric Utilities ($2) Gas Utilities ($2) Water Utilities ($2) 

Combination of two ($3) of all three ($4.50) 

(Where remittance accompanies order we pay forwarding charges) 


NATIONAL ASSOCIATION OF RAILROAD AND 


UTILITIES COMMISSIONERS 
7413 NEW POST OFFICE BLDG. WASHINGTON, D. C. 
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SAVE 50% 
N TIME AND MONEY WITH 











THE ONE-STEP METHOD 





OF BILL ANALYSIS 











HAT effect is the national defense program having on your bill dis- 
tribution? Analysis of customer usage data will provide the answer to 
is important question. In addition to a knowledge of the existing situation, 
ertain trends may be disclosed, a knowledge of which may be of considerable 
mportance to you under circumstances where the picture is rapidly changing. 


he One Step Method of Bill Analysis is ideally suited to meet the needs 
f this problem. It does away with the necessity for temporarily acquiring, 
aining and supervising a large clerical force. Our experienced staff plus our 
pecially designed Bill Frequency Analyzer machines can turn out the job in 
few days and at the cost of only a small fraction of a cent per item. 

e will be glad to tell you more in detail about this accurate, rapid and 
onomical method for obtaining a picture of your customer usage situation. 
rite for a copy of the booklet “The One Step Method of Bill Analysis.” 


Recording & Statistical Corporation 
Utilities Division 
102 Maiden Lane, New York, N. Y. 
Chicago Detroit Montreal Toronto 
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To Every G-E Man in the Armed Service 


EMEMBER what we told you 

when you left to. join the Army, 
the Navy, or the Marines? How proud 
we were of you. How, while you were 
doing your part, we’d be doing ours 
by providing the weapons for you to 
fight with. 

Well, that goes double today! For 
we've been remembering that promise— 
especially since that first Sunday in 
December. And we’ve been trying to 
do something about it. 

If you ever think of us back at General 
Electric—and we hope you do once in a 
while—you’ll probably remember us as 
we were six months or a year ago. Then 
we were all talking about “defense.” 
We thought we were busy: new buildings 
were, going up, departments were being 
changed over to “defense” production, 
we were proud of the growingpercentage 
of G-E production that was going into 
“defense” materials. We still think we 
were doing a pretty good job—for 


then. But we wish you could see us” 


GENERAL @ ELECTRIC 


now—now that we’re building for WAI 

When we talk to you who are out 
the front facing. the real thing, 1 
realize that anything we can do seer 
pitifully small. But we do want to td 
you, in ‘all humility, that we'r | 
there trying. And the fact that wei 
producing weapons for you—you who 
we've worked beside and know—is 4 
extra incentive, if that’s necessary. 

There are more than .125,000 of 1 
now in the General Electric family 
lot more than when most of you lef 
There will be more yet, even though: 
increasing ‘number will be leaving | 
join you in the harder and more dange 
ous job. 

We say G-E.men and women. But 
have a broader concept now—higgt 
than any one company or person or j0 
For you and we, all of us, are above 
Americans, buckling down to the biggt 
job we or anybody else has ever tackle 
That’s the way we feel about it. And 
wanted you to know. 


952-264D-211 





phe 





